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LAND REMOTE-SENSING COMMERCIALIZATION ACT OF 1984

ArmiL 3, 1984. —Committed to the Committee of the Whole House on the State of the
Union and ordered to be printed

S

Mr. FuqQua, from the Committee on Science and Technology,
submitted the following

REPORT
together with
ADDITIONAL VIEWS 3

[To accompany H.R. 5155]

,
¥
[Including cost estimate of the Congressional Budget Office]

The Committee on Science and Technology, to which was re-
ferred the bill (H.R. 5155) to establish a system to promote the use
of land remote-sensing satellite data, and for other purposes,
hawing considered the same, report favorably thereon without
amendment and recommend that the bill do pass.
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1. PURPOSE OF THE BILL

The purposes of the bill are (1) to provide for the phased commer-
cialization of land remote sensing, (2) to ensure the continuity and
availability of land remote-sensing data, (3) to establish a clear
framework of national security and international policy require-
ments within which private remote-sensing space systems operate,
(4) to promote a unified research and development program which
would maintain the United States’ leadership in remote sensing, (5)
to provide for the archiving of a basic set of land remote-sensing
data that will serve the public interest for global environmental
monitoring, (6) to delineate the authorities and responsibilities of
the Federal Goveérnment in overseeing private sector remote sens-
ing systems. (7) to designate the Department of Commerce as the
lead agency for transferring space remote sensing to the private
sector, for promulgating and enforcing needed regulations, and for
licensing of private sector operators, and (8) to prohibit the com-
mercialization of meteorological satellites.

II. NEED FOR LEGISLATION

_ Tegislation was TEst Introduced In Congress to0 Gatablish AN oper- . ] s

ational Landsat system in 1973, orie year after the launch of Land-
sat 1. Between 1973 and 1983, over twenty bills were introduced
dealing with the operational Landsat question, with Landsat com-
mercialization, or with other remotesensing issues, although none
was reported out of Committee. Historically, land remote sensing
has enjoyed strong support in the Congress, but there has been a
lack of consensus on the appropriate institutional arrangement for
an operational system, on the role of the Federal Government, and

|

on the best means of encouraging the increased participation of the
private sector.

Under the provisions of P.L. 98-52, the Secretary of Commerce
does not have the authority to commercialize the Landsat system
without prior statutory approval. This language was adopted to
ensure Congressional involvement in deciding the many policy
issues that commercialization would raise and with knowledge
that, pursuant to a Presidential decision, the Administration was
proceeding to develop its own independent request for proposals
(REP) for commercialization of land remote-sensing systems.

Issues that are raised by the possibility of commercialization in-
clude: program continuity; foreign competition, national security;
international obligations and policy; research and development;
remote sensing as a “public good”; the government’s role in assist-
ing commercialization; and government oversight mechanisms.
These are all discussed more fully in Section V of this report.

Why Commercialize? The Committee and the Congress have over
the years supported commercialization of space technology when-
ever such commercialization is appropriate. For example, the 98th
Congress has augmented programs such as NASA’s Technology
Utilization Program which make space technology generally availa-
ble to users. In the case of land remoted sensing, the Committee
has indicated its specific support for commercialization in Report
98-65 accompanying H.R. 2065, the NASA Fiscal Year 1984 author-
ization bill (which became P.L. 98-52).

From its inception, the Landsat technology was intended to be
commercialized because the majority of its uses serve commercial
interests. A present inhibition to commercialization is the lack of a
market, and market development is an activity in which the pri-
vate sector excels. Entrepreneurs will make sure that potential
users become paying users, so there will be a greater use of these
data. The private sector is also good at optimizing the cost-effective-
ness of technology—and making the benefits broadly available—as
it has done with the computer chip. Ultimately, commercialization
should reduce Federal expenditures by perhaps $150 million per
year (but in the near term, costs may be about the same). In sum-
mary, a market-driven system will result in more efficient technol-
ogy and hardware, expanded markets, and a broader scope of bene-
fits for all.

Summary.—Given the general support for commercialization of
space technology, the several issues that arise when land remote-
sensing ialization is idered, and the statutory prohibi-
tion of commercialization, there is a clear need for legislation both

4 -allow—potential~benefits;~both=publi

and private, to be realized.
II. TITLE-BY-TITLE SUMMARY OF THE BILL

Three progressive phases of commercialization of land remote
sensing are established in Titles II, III, and IV of H.R. 5155. The
other titles provide a context for the commercialization process.

Title I has findings, purposes, policies, and definitions.

Title II provides for the first phase of commercialization. A con-
tractor would market all new and archived data from the existing
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Landsat system and might also contract for operating the system.
This phased approach will provide commercial marketing experi-
ence and preserve data continuity while the private sector builds
the follow-on land remote-sensing space system provided for by
Title III.

Title I1I provides a six-year transition period as the next phase of

eommercialization, with the six-year period defined in terms of as-
surance of data continuity. To assure such continuity, the Secre-
tary of Commerce may pay a private sector operator some capital
costs to provide the necessary system capability. This capital pay-
ment is, in effect, a subsidy to help the private-sector party E:E
and launch the system; however, the subsidy would be .::EE::&
through use of a competitive selection process. The subsidy will be
partially offset by a rebate on data sales to the Federal Govern-
ment. No Federal data purchases could be guaranteed. No technol-
gy is specified, although a minimum quantity and quality of data
are.
Title IV provides a procedure for licensing any private system in-
cluding that established under Title III. The constraints placed on
Kicense holders are few, but include non-discriminatory data access
and foreign policy and national security considerations. Adminis-
trative procedures and regulatory and enforcement authority ares
established for the Secretary of Commerce.

Title V authorizes and encourages continued Federal R&D in
civil space remote sensing. Research mandates for NOAA and
NASA are clearly expressed. Data gathered in experimental pro-
grams may be marketed through the private sector on a competi-
tive basis. .

Title VI contains general provisions including provisions for ar-
chiving data. L

Title VII prohibits Metsat commercialization.

1V. COMMITTEE ACTIONS

On March 27, 1984, the Committee on Science and Technology, a
quorum being present, ordered H.R. 5155 reported by voice vote.

This action was the culmination of a series of Committee activi-
ties. Because they share jurisdiction on this matter, the Subcom-
mittee on Natural Resources, Agriculture Research and Environ-
ment and the Subcommittee on Space Science and Applications
have worked together in this Congress to develop the legislation.

The Committee has held many hearings on the general subject of
land remote sensing over the past several Congresses. In 1983,

tion actions (e.g., solicitation of-bids) pursuant to a decision to com-
mercialize land and weather satellites made by the President on
March 8, 1983. Consequently, the two Subcommittees held joint
hearings on April 14, June 21 and 28, July 14 and 21, and Novem-
ber 8 and 9.! The November hearings were held to take testimony
on draft legislation which the Subcommittees had circulated prior
to the hearings.

' The Commercialization of Meteorological and Land Remote-Sensing Satellites. Hearings,
MWGEB:.@m on Science and Technology, U.S. House of Representatives, 98th Congress, 1983. No.

5]

Comments received on this draft legislation were incorporated
into a bill, HR. 4836, which was introduced by Chairman Fuqua
and sixteen cosponsors on February 8, 1984. In hearings on this bill
held March 6, 1984, the Administration witness supported the bill
in general but suggested several perfecting amendments. The two
Subcommittees subsequently marked up H.R. 4836 and adopted a
series of clarifying, perfecting, and technical amendments. The sub-
committee on Space Science and Applications marked up H.R. 4836
on March 13; the Subcommittee on Natural Resources, Agriculture
Research and Environment on March 15, 1984. After the second
markup, a clean bill, H.R. 5155, was introduced incorporating the
amendments adopted by both Subcommittees. H.R. 5155 was the
bill acted on by the Full Committee and reported on herein.

V. BACKGROUND AND COMMERCIALIZATION ISSUES

BackGrounb 2

Landsat is the name applied to a series of NASA-developed
remote-sensing satellites that orbit at an altitude of 570 miles and
gather data in both the visible and infrared spectrum pertaining to
features of the Earth.® Landsat or similar data can be processed
into images and digital information of value in a growing variety of
applications, including predictions of agricultural yield and crop
health; agricultural classification; land-use mapping; forest man-
agement; hydrology; mineral and oil exploration; cartography; and
environmental monitoring.

The first Landsat was launched by NASA in 1972; Landsat 5, the
current operational satellite and the final satellite planned in the
series, was launched on March 1, 1984. Landsat 5 carries two sen-
sors. The multispectral scanner (MSS), which was carried on all
four previous Landsats, has a resolution of 80 meters and returns
data in four spectral wavelengths. The other sensor on Landsat 5 is
the thematic mapper (TM), which functioned for a short while in
1982 aboard Landsat 4 and is still essentially an experimental
sensor. The TM is a more advanced sensor than MSS, with a 30-
meter resolution and seven spectral wavelengths.

From 1972 to 1979, NASA’s experimental Landsat program gen-
erated great quantities of data regarding the Earth’s surface, re-
sulting in a growing realization that this kind of technology might
ultimately prove to be commercially exploitable. However, there
was no comprehensive, long-range plan leading either to establish-
ment of a government-owned operational system or to a phased

hearings.became more.focused as_a result, of specific Administra-_

In 1979 Tesponsibilify "for the operation of LandSat was trans-
ferred to the National Oceanic and Atmospheric Administration
(NOAA) in the Department of Commerce. At the same time, NOAA
was directed to study whether the private sector could operate a
land remote-sensing system in the future. At that time, it was

* Background information on the United States civilian remote-sensing progrum may be found
in “"Commercialization of Land and Weather Satellites,” a report prepared by the Congressional
Research Service (Serial H of the Committee on Science and Technology. U.S. House of Repre-
sentatives, 38th Congress, 1st Session).

2 H.R. 5155 deals in Title I1 with the Landsat satellites but is primarily focused on the follow-
on commercial systems which will be built and operated by the private sector.

transition to a ooBSmn&w*._u _privately owned and operated system.

e r———
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thought that a Government commitment to data continuity
through 1994 was needed to encourage private-sector investment in
data processing and training necessary to nurture and expand the
data market. It was assumed that by 1994 Landsat data sales
would be large enough to meet satellite procurement and oper-
ations costs and that the private sector would then be able to oper-
ate the system for profit.

In the revised Fiscal Year 1982 budget request (submitted to Con-
gress in March, 1981), plans to build Landsat 6 and 7 were dropped
in expectation that the private sector would be able to launch land
remote-sensing satellites by the late 1980s. In July 1981, the Cabi-
net Council on Commerce and Trade (CCCT), chaired by the Secre-
tary of Commerce, was assigned the responsibility for assessing: (1)
the best mechanism for transferring Landsat to the private sector
as soon as possible, and (ii) whether the government’s four oper-
ational civil weather satellites should be transferred at the same
time. The CCCT met periodically through late 1982, and in March,
1983, President Reagan announced his decision to transfer the civil
land remote-sensing system, the civil weather satellite system, and
future ocean-observing systems to the private sector as soon as pos-
sible. .

In the fall of 1983, both the House and the Senate passed no:om«-
rent resolutions expressing the sense of the Congress that weather
satellites should not be transferred to the private sector. The Ad-
ministration’s proposal to transfer weather satellites was finally
dropped in November, 1983, after the passage of P.L. 98-166, the
Fiscal Year 1984 Appropriations Act for the Department of Com-
merce, which contained language prohibiting the use of funds for
the transfer.

The question of commercialization of land remote sensing re-
mained, however, and the need for a rapid policy resolution was
highlighted by the gradual and premature failure of Landsat 4
during 1983, and the early launch of Landsat 5 in 1984, events
which dictated. that a follow-on system of some kind would be

needed sooner than expected.
IssUES ARISING IN CONSIDERING COMMERCIALIZATION

Although no definitive plan for commercialization has ever been
developed, there has long been a consensus in the United States
government that land remote sensing could ultimately evolve into
a profitable private-sector enterprise. There has been a further re-
1zati velopment of a private land remote-sensing system

solved as commercialization proceeds.
PROGRAM CONTINUITY

At present, Landsat has no strong user market and data sales
are not large enough to meet procurement and operations costs.
Users have been discouraged from making investments in equip-
ment and training and from beginning long-range applications re-
search because of the uncertainty of continuous data availability.
Further, because the Landsat system has been an experimental

ecisions were reachéd BA™4 number of ey ]

issues. The following sections discuss the issues needing to be re-
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program, no valid market assessment or development efforts have
been ::m.mwmmrm? with the result that the true dimensions and
characteristics of the market are unknown. A long-term commit-
ment to a user-oriented land remote-sensing program is needed for
a market to develop, according to many proponents.

FOREIGN COMPETITION

The .m,nmsor are planning to launch SPOT, a remote-sensing sat-
ellite, in 1985. Japan is developing a remote-sensing satellite for oil
and mineral exploration, and the European Space Agency plans to
launch an ocean resources satellite in the 1980s. Without a strong
commitment to a future land remote-sensing program, the United
States could lose some of its foreign and domestic market for Land-
sat data to the French, who are marketing SPOT vigorously and
who have strong government support behind the SPOT system.

NATIONAL SECURITY

Remote sensing involves inherent national security consider-
ations. If the detail or resolution of the imagery obtained is fine
enough, strategically important manmade features may be dis-
cerned. It is ﬁaml% inappropriate for the United States govern-
ment to permit its citizens to engage in activities that amount to
intelligence gathering as a commercial enterprise.

National security concerns associated with commercialization
can be met with appropriate oversight and control by selected civil
and defense agencies of the United States government. A discus-
sion of these oversight mechanisms may be found in the February
1, 1984 report of the General Accounting Office entitled, “National
Security .WBE_nwzc:m of Commercializing Landsat and Weather
Satellites” and n.vm March, 1984 report of the Office of Technology
Assessment entitled, “Remote-Sensing and the Private Sector:
Issues for Discussion”.

INTERNATIONAL OBLIGATIONS AND POLICIES

Some nations have advocated a policy of ‘‘prior consent” with re-
spect to remote sensing—that is, they do not want to be observed
from space without their prior consent. The United States, howev-
er, has long maintained an “open skies” policy, i.e., the right to ob-
serve any country from space, and in addition has made its romote-
sensing data m<m=w~w,_o to all without prejudice or favored access

alLl (4 a. d - -

.1
Rt CITI T remote e :&.:.‘ E
ar_economic exploitation.
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to many developed and developing countries. There are currentl

development————

In addition to its adherence to the “open skies” policy and the
policy of :.o:.m_wn:::amgq data access, the United States has par-
ticipated in the development of four major international agree-
ments and treaties that would affect the operation of a privately
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owned remote-sensing system. Perhaps of greatest relevance, Arti-
cle VI of the 1967 Outer Space Treaty requires “continuing super-
vision by the appropriate State party to the Treaty”. This has been
interpreted as requiring some form of licensing and regulatory
oversight by the Federal government for any United States private
remote-sensing venture.

A discussion of these foreign policy considerations may be found
in the February 24, 1984 report of the General Accounting Office
entitled, “Effects on Users of Commercializing Landsat and the
Weather Satellites’” and the March, 1984 report of the Office of
Technology Assessment entitled, “Remote-Sensing and the Private
Sector: Issues for Discussion.”

RESEARCH AND DEVELOPMENT

Landsat was developed as a research satellite by the National
Aeronautics and Space Administration. The transfer of land
remote sensing to the private sector would still leave the question
of who has responsibility for continuing high-risk research and de-
velopment in remote sensing to ensure that the Umted States
remote-sensing space effort remains competitive in the world
market.

»

REMOTE SENSING AS A “PUBLIC GOOD”

The Congress ultimately rejected the Administration’s proposal
to commercialize weather satellites in part because they support a
public function in the United States as well as in over 100 coun-
tries around the world. Landsat data might also be‘cons1d'ered a
public good since they are used for a variety of public services by
all levels of domestic government and by over forty nations world-
wide. Even if the Landsat system were commercialized, provisions
could be adopted which would protect some of the “public good” as-
pects of land remote sensing, such as non-discriminatory data
access, applications research, foreign aid, and long-term environ-
mental monitoring by means of a government data archive.

THE GOVERNMENT' S ROLE IN SUPPORTING COMMERCIALIZATION

Given that the presently undeveloped market for land remote-
sensing data is probably not large enough to support a commercial
venture, there are a number of policies WthhA the government
could adopt to help a private-sector operator during the transition
period preceding fullj commercialization. Some of these policies

1icht—t Jaade 9 H
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ch-:se contracts; launch services;.research and development; and
radio frequency allocation.

GOVERNMENT OVERSIGHT

Operation of remote-sensing systems from space by commercial
entrepreneurs would necessitate a mix of mechanisms for Federal
oversight and regulation. For example, a specific Federal agency
might be legislatively designated as lead agency in development of
regulations which would protect United States national security
and international obligations. In addition, the remote-sensing
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value-added industry has argued that protections would be needed
to ensure that a private operator would not enjoy an unfair com-
petitive posture vis-a-vis the value-added industry as a result of fa-
vored access to data. Any regulatory process should be carefully
structured to yield the needed oversight without inhibiting this
new industry.

VI. EXPLANATION OF THE BILL
GUIDING PRINCIPLES

H.R. 5155 as drafted and reported reflects the following guiding
principles:

1. The framework supporting the transition from a Federally op-
erated remote-sensing system to a commercial system should
permit the private sector to make the critical decisions to the maxi-
mum extent possible. For example, the level of technology should
not be dictated by legislation; rather, a minimum standard should
be set that protects existing users and yet allows the remote-sens-
ing data market to drive the level of technology without stifling in-
novation.

2. The provision of data continuity is essential to a commercially
viable system. Lack of a clear commitment to data continuity has
to date adversely affected the establishment of a land remote-sens-
ing data market. Data continuity is significant both in the sense of
a steady supply of data and also in the sense of data compatible
with hardware, software, and training in which users have already
invested.

3. A truly commercial system will be driven by user needs. Tech-
nology, data quality, data format, data dissemination and other
system design features will evolve to be reponsive to market forces.

4. It is likely that some initial subsidy from the Government may
be needed in order to assure that the capability to collect and deliv-
er data is established in the private sector. However, competition
should be fostered to minimize the amount of this subsidy.

5. Phased commercialization starting with the ground segment—
i.e., marketing—is the most promising approach to ensure that the
private sector’s role evolves in an orderly manner. Thus, it is cru-
cial that marketing of data from the existing Landsat system be
transferred to the private sector at once, but not as important that
operation of the existing system be immediately transferred to the
private sector. .

6. Both non-discriminatory data access and considerate treatment

policy .concerns. Non-discriminatory data access is an. important
foreign policy tool that should be maintained.

The “value-added” business is healthy, commercial, and entre-
preneurial, and the principal stimulus for potential market
demand. Anti-competitive practices which would affect this indus-
try should be prohibited.

8. Weather satellites perform an inherently governmental func-
tion and should not be commercialized.

9. The Federal Government should continue research in satellite
remote sensing.
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ISSUES ADDRESSED BY THE LEGISLATION

This section of the Report addresses a variety of issues raised by
the legislation and explains the Committee’s intent in adopting the
specific provisions of the bill that deal with these issues. The sec-
tion is organized into two parts: topics in the first group are major
policy issues and are addressed in the order that they arise in the
legislation. Some of these issues, such as ‘“Non-Discriminatory Data
Access” permeate the bill. Topics in the second group are more
technical or narow in nature and are addressed under the heading
“Other Issues”.

NON-DISCRIMINATORY DATA ACCESS

The bill in Section 601 (and other Sections) provides that data
“shall be made available to users on a non-discriminatory basis
.. .” The term “on a non-discriminatory basis’” is defined in sec-
tion 104(3). The following paragraphs enlarge on the Committee’s
intent and the reasoning behind that intent. ]

First, what does “on a non-discriminatory basis” mean with re-
spect to data sales? Very simply, it means that a system -operator
must make data available to everyone on the same public terms.
He cannot choose his customers or favor one over another. '

Before expanding on this definition, it is appropriate to address
why the Committee has written this non-discriminatory policy into
the legislation. Several reasons are listed and discussed below.

It maintains many of the “public good’ aspects of remote sens-
ing.—Many have argued that a space remote sensing should not be
commercialized because it represents a public good. Indeed, this
was part of the reason that commercialization of weather satellites
was prohibited. Having the system operator make data available on
a non-discriminatory basis will strike a balance here. In other
words, a system operator would act in a manner somewhat analo-
gous to a common carrier in transportation. This also conforms
remote sensing to the basic policy in the National Aeronautics and
Space Act of 1958 which says that activities in space should be de-
voted to peaceful purposes for the benefit of all mankind.

It promotes the broadest use of the data.—Many have been con-
cerned that the system operator would be able to auction the data
to the highest bidder, which of course would amount to very dis-
criminatory selling. If the operator is not allowed to do so, he
would be encouraged both to sell very broadly and to structure his
marketing efforts to reach as many customers as possible. That is
to say, in order to maximize his profits, he would have to generate
new mar w_applications, and new-eustomers——

T¢ puts the United States in a favorable position vis-a-vis the
many countries who argue that no remote sensing should take place
without the “prior consent” of the sensed country.—At the Unispace
82 Conference in Vienna, the United States was one of a very miw:
number of countries who wished to maintain the “open skies”
policy which would allow a satellite to sense any nation. A corol-
lary of the open skies policy which has been followed by the United

és%BEL
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programs and cannot prevent the United States from taking data
from space; but they do have considerable power in some fora of
the United Nations and other international organizations which
are run on a one-country-one-vote basis. It seems clear that the
United States should not agree to a prior consent regime and
therefore, it would seem prudent to maintain the non-discriminato-
ry access aspect of the open skies policy as a blancing considera-
tion. Indeed, the United States made a particular point at the Uni-
space conference of the broad availability of Landsat data—the fact
that these data are “accessible to every country”. Briefing papers
prepared for the United States delegation stated, “the United
States requires that all Landsat data at the United States EROS
data center and at foreign ground stations be available on a public
non-discriminatory basis. Open availability of such data has led to
beneficial applications of land remote-sensing worldwide . . .’ This
same point was echoed in the 1982 report entitled, Science, Tech-
nology and American Diplomacy, the third annual report submit-
ted to the Congress by the President pursuant to Section 503(b) of
Title V of Public Law 95-426. On Page 26, the following appears:
“In remote sensing, the readily available products of United States
meteorological and land satellites are used routinely by the world
community. The result has been a large measure of goodwill and
support of our positions in the U.N. and other international fora.”

It is in conformity with the international obligations of the
United States.—For. example, Article I of the Outer Space Treaty
states, “the . . . use of outer space . . . shall be carried out for the
benefit and in the interests of all countries irrespective of their
degree of economic or scientific development and shall be the prov-
ince of all mankind.” Similarly, at the conclusion of the 1983 Wil-
liamsburg economic summit, the United States as a member of this
summit agreed to a statement which said that “economic summit
members support the need to assure timely public non-discrimina-
tory data dissemination and to seek continued availability of satel-
lite data”.

It does not foreclose significant commercial opportunities.—Only
one potential land remote-sensing bidder has testified that there is
a commercial need for exclusive data rights. All other interested
parties have testified that they could operate successfully under a
policy of non-discriminatory access. Indeed, were the United States
to adopt a policy of discriminatory access, a possible negative for-
eign reaction might close off a great many foreign markets, not
only for data sales but for other space-related activities. .

It protects value-added firms, the real developers of the markei,

trained analysts using advanced computers and thereby becomes
economically valuable information. This is the kind of activity car-
ried out in the *“value-added” industry, whose products are, of
course, highly proprietary. These are also the industries which will
best be able to develop markets. They will seek potential users of
the data and tailor information products to their use. Clearly, if
this space technology is to be a commercial success, such firms
must be protected and encouraged, and a non-discriminatory data
access policy would guarantee that the value-added companies have

’ ated
—-from satellites becomes truly valuable when it is operated on by -
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a ready supply of data. A particular danger could arise if a system
operator set up his own value-added activity and attempted to dis-
criminate against the other independent firms.

It is likely to facilitate foreign sales of both data and value-added
services provided by the United States.—As alluded to above, if a
foreign user can be confident that he is not being discriminated
against, he is likely to be much more sympathetic to United States
marketing efforts, not only in sale of information products derived
from remote-sensing data, but also in negotiation of mineral explo-
ration, development rights and other concessions that might be
based in part on remote-sensing data.

It thus seems clear that the United States should continue its
policy of non-discriminatory data access when space remote-sensing
activities are commercialized. The Committee has drafted the legis-
lation to reemphasize this policy forcibly, and to give it for the first
time a statutory basis. Further, H.R. 5155 has been drafted to pro-
vide clear guidance to the Secretary of Commerce and to any
system operator with respect to the commercial implications of a
policy of non-discriminatory data access. Sections 104(3), 204(b),
402(b), and 601 of the bill comprise that policy.

It is the Committee’s intent, while preventing discriminatory
treatment of any potential data purchaser, to provide any system
operator with certain flexibilities commonly available to commer-
cial entities. Thus, a system operator would be permitted to offer
volume discounts on data sales. Such discounts, however, may be
“no greater than the demonstrdble reductions in the costs of such
sales” in order that small-scale users of remote-sensing data would
not subsidize the larger customers for such data. The bill would
also permit other flexibilities in the pricing structure, such as peri-
odic “‘sales” from part or all of the data base, but again only to the
extent that such pricing arrangements would be equally available
to all potential customers.

It is also the Committee’s intent to permit the system operator to
vary the price of data in approximately inverse relation to the time
of data delivery. Thus, it would be acceptable for a system operator
perhaps to double the price of data delivered in one-half of the
standard time so long as this early-delivery service and the later or
standard delivery service were available to all potential customers.

The Committee would expect most system operators to retain the
original data and to sell copies thereof. In this way, multiple copies
of the same data could be sold if necessary to implement the non-
discriminatory policy. A system operator is not prohibited from
selling his original data (i.e., his only copy of a scene), but if such a

iCy were adopted, 1t wo av m € areful-
ly in order to make the data available on a non-discriminatory
basis. For example, the system operator would have to decide what
to do if two customers, before the data were taken, placed an order
for the same scene. A simple first-come, first-served policy would
discriminate in favor of more wealthy buyers, who could simply
order every scene of an area and preclude others from obtaining
the data.

The bill provides in section 601 that any system operator make
“publicly available’” the terms and conditions, including prices,
under which he will sell data; section 104 providies that any offer
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to sell or deliver data be “published in advance”. It is the intent of
the Committee in adopting these provisions to prevent any data
purchaser from acquiring proprietary or de facto proprietary con-
trol over remote-sensing data. Since de facto proprietary control
would result if only one potential data purchaser were aware of a
particular service, the Committee intends that all sales policies or
any change which a system operator may make with respect to
sales policy should be generally advertised in the user community
and also communicated promptly to any potential customer who
asks to be informed of such changes.

In conjunction with existing law, the bill provides sufficient au-
thority to agencies fo the Federal government to enforce the provi-
sions pertaining to non-discriminatory data availability. Section
402 stipulates that non-discriminatory data availability is neces-
sary for compliance with the licensing conditions established by the
Secretary. The Secretary is authorized to revoke the license of, and
to impose a civil penalty on, any system operator who fails to pro-
vide non-discriminatory data availability. With respect to interna-
tional data sales, section 606(bX3) authorizes the Secretary of State
to report any instances outside the United States of non-discrimi-
natory data access. The Committee intends that this reporting by
the Secretary of State would enable the Secretary of Commerce to
mmwwg and correct foreign violations of the non-discriminatory
policy.

During hearings which preceded the introduction and reporting
of H.R. m._mm. testimony was received from a number of witnesses
representing the “value-added” land remote-sensing industry re-
garding the anti-competitive situation that could result from a sys-
tems operator competing, either directly or through a subsidiary, in
the value-added market. The Committee shares this concern, par-
ticularly in light of the important role which the value-added in-
dustry plays in expanding and promoting the use of land remote-
sensing data. In adopting section 402(bX6), the Committee chose not
to restrict commercial interest in land remote-sensing ventures by
b precluding a system' operator from coHipeting in the value-added
market. That section does provide, however, that an operator can
compete only after demonstrating to the Secretary that his com-
mercial operation would not in any way violate non-discriminatory
data availability. It is not the intent of the Committee to provide
the wmowmgq with any new or additional authority with respect to
A regulation of potentially anti-competitive commercial activitigs.

o Toens
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their subsequent implementation and would transmit these plans,
and any suspected violation of non-discriminatory policy as he may
am.ﬁoo.r to the Department of Justice or to the Federal Trade Com-
3 mission.

MARKETING OPPORTUNITIES WITH THE CURRENT LANDSAT SYSTEM
(TITLE II)

A two-part consensus existed among many of the witnesses who
testified before the Committee on the issue of how commercializa-
tion of land remote sensing should proceed:

q Rather, the Committee expects that the Secretary would monitor
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1. The time necessary for full and viable commercialization
of land remote sensing will be greatly accelerated by prompt
transfer from the Federal government to the private sector of
responsibility for marketing land remote-sensing data; and

2. Transfer to the private sector of the responsibility for non-
marketing functions (i.e., operation of the ground segment, op-
eration of the space segment, and ownership of the system)
could proceed in phases. .

Such testimony on “phased commercialization” significantly con-
tributed to the drafting of the provisions of section 201. The Com-
mittee recognizes that, if the Secretary were not required to trans-
fer Landsat marketing to the private sector, four years or more
eould elapse after the enactment of legislation before the private
sector began to develop the remote-sensing data market. In light of
the international competition that the United States can expect in
land remote sensing (and particularly in light of the energetic mar-
Beting of the French SPOT system), the Committee believes it to be
essential that the United States private sector begin as soon as
practicable to gain marketing experience with land remote-sensing

ta.

The Committee feels that it would not be necessary (as reflected
i section 203(bX6)), that a single contractor win both the Title II
and the Title III bids. In fact, there would likely be increased com-
petition if theré were two different contractors. The Committee
feels that the goal of immediate marketing by the private sector is
sufficiently important to override any inconvenience associated
with awarding separate Title II and Title III contracts.

Section 201(b) specifies provisions under which the Title II con-
tract shall br awarded (as section 302(b) specifies provisions for the
Title III contract). In both of these cases, the Committee intends
that such provisions are in addition to, rather than in lieu of, other
asquisition regulations and authorities. The conditions for competi-
wbn are designed to fulfill th‘e intent of the blll At‘o dfy(ilop. a
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The United States would retain title to data generated by
the existing Landsat system pursuant to the contract under
Title II, which makes it clear that title to the entire Landsat
system would remain with the United States government. The
system operator, however, would market data from this system
as the first phase of commercialization. Because the govern-
ment retains title, the operator would actually have to sell
cogies of the original data.

Sy operators li d under Title 1V, including the
system operator under Title III, would own the data that they
generate and could market these data on any permissible non-
_discriminatory basis. Such a system operator would not be for-

“bidden from selling original data (once a copy of it had been
offered and made available to the archive), but if the original
data were offered for sale, they must be sold in such a way as
to meet the non-discriminatory criterion. Obvioiusly, this sort
of practice would require considerable foresight on the part of
the operator.

The following paragraphs describe how these principles are re-
flected in the provisions of the bill.

Ouwnership and Sale of Data Offered to the Federal Archive.—The
relationship of the archive to the commercial activities of system
operators is best explained by describing how the archive would
function. It must be remembered that, while all data will be offered
to the archive, the Secretary need not accept all of the data. He
would only be required to maintain and update a basic global set.
For those data that are maintained in the archive, the Secretary
will establish a protective period not to exceed ten years in length,
during which only the system operator can sell or distribute those
data that he has provided to the archive. During this protective
period, data in the archive would only be stored; they could not be
distributed by the United States government. After the protective
period, data in the archive could be made available to the public at
the cost of reproduction an:i 9istribution. If pursuant to Section

poronion. (4P ant to o

Tt

Realthy—and- dynanvie-mark whvi
wrve both the Title II and the Title III entity. The contractor se-
#mted pursuant to Title II must market aggressively and demon-
swate the capability and commitment to effect a smooth transition
with the contractor selector selected pursuant to Title III. Ulti-
mately, the market so developed will also benefit any licnesee
wader Title IV, including the system operator of Title III.

OW. HIP D F DATA
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sell particular data (perhaps because of the cost of maintaining the
inventory), he could terminate the protective period for such data,
which would then be available for distribution to the public from
the archive.

The Committee expects that there will be three, or possibly four,
classes of data in the archive governed by the provisions of H.R.
5155. The first class will be by far the largest, and can be consi
ered typical. This class will consist of (i) data taken by the existin,

mowerer el herC ittee-has=carefull

- Ce s y-considered the question-of owner-
afip and sale of data, including those data provided to the Title VI
ahive. H.R. 5155 embodies the results of this consideration in
fimr general precepts: o

All systems operators must sell data on a non-discriminatory
basis, as discussed above.

All systems operators must make data available to the ar-
chive at the cost of reproduction and transmission. This pre-
cept is more fully discussed below in the section on data ar-
chiving.

~ by Section~201(a) ‘and (i)

‘data taken by systemi“operators licensed -
under Title IV, including the sy operator selected pursuant to
Title III. The system operator generating these data will enjoy a
protected periody not to exceed ten years, during which time (as dis-
cussed above) he will have an exclusive right to market the data.
Ahf_ter the protective period, the data will be available from the ar-
chive.

The second class of data in the archive will be data taken by the
existing Landsat system prior to the effective date of the contract
of Section 201(a)—i.e., the “existing archive”. The contractor select-
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ed pursuant to Title II is given exclusive right to market these data
on behalf of the government for the duration of his contract (the
Committee intends that this contract be re-negotiated when the
Landsat system is no longer generating useable data). The Commit-
tee recognizes that some of the data in the existing archive have
already been sold or otherwise distributed. Thus, a user who, for
example, bought a Landsat scene in 1980 cannot be prohibited from
re-selling that scene to another user. Nevertheless, by virtue of his
position as a central and reliable source, the system operator se-
lected pursuant to Title II will undoubtedly find a market for data
from this existing archive. After ten years or after termination of
the contract, whichever comes first, the data would be available
from the archive at the cost of duplication and distribution.

The third class of data in the archive would be experimental
data. Although there is no requirement in the bill that these data
be put into the archive, the Committee believes that some experi-
mental data would have sufficient value to justify their inclusion.
The Committee would certainly encourage those Federal agencies
generating experimental data pursuant to Title V to make them
available to the Secretary for archiving whenever appropriate. Ex-
perimental data could be made available from the archive for ngn-
commercial research or monitoring purposes at any time for the
cost of reproduction and transmission, but for commercial purposes
only if in gompliance with the provisions of Section 504 concerning
the sale of experimental data. ,

There might be a fourth class of data in the archive: data pur-
chased at commercial rates by the Secretary for use by the archive.
For example, this class might include data available only from for-
eign sources. Or the Secretary might purchase data from a system
operator for special use by the archive (providing that the non-dis-
criminatory access criterion were observed). The Secretary would
have to negotiate appropriate terms for such purchases.

Marketing of Data from Existing Landsat System.—The Title II
contractor, pursuant to Section 201, will be entitled to the revenues

-he-generates from sale of copies of Landsat data. The  Committee™

intends that the contractor could give the Government a royalty on
these sales, recognizes (in Section 202(b)) that the contractor could
continue to sell data after the space segment of the existing system
fails, and expects that there will be a large working inventory
available for sale.

These concepts are further reflected in the selection criteria for
the contract awarded pursuant to Title II, which include “ability to
market aggressively” and “the best overall financial return to the
government’’. From these criteria, it should-be clear that the Com-
mittee’s intent is that data from the system be marketed broadly
and vigorously—that significant efforts be made to build a market
and maintain it for as long as possible.

Marketing of Data from the Follow-on System Authorized in Title
III.—Section 303 provides that there be a rebate to the Treasury (5
percent of the price of all sales of data to the Federal Government
from the follow-on system) as partial compensation for the pay-
ment of Section 302(bX4). The Committee realizes that this rebate
will tend to make costs slightly higher for private sector users, but
finds this consequence acceptable in light of the Government'’s role

| 2k
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in making the capability available for such users by the subsidy
payment of Section 302(bX4). Section 303(c) also recognizes that
after the six-year period the contractor may continue in business
and continue to market data with or without a space system in op-
eration.

2.0:.@%3&:25: Rights in Section 603.—The language in this
section is permissive—that is, a system operator may require that
purchased data not be reproduced or disseminated by the purchas-
er. This language clearly does not substitute in any way for exist-
ing copyright law. The Committee takes no position on whether
data from such space remote-sensing systems are subject to copy-
right. The Committee believes that a prudent system operator
would realize that it would not be wise to insist on an absolute pro-
hibition of reproduction. That is, he would probably maximize his
market by allowing limited internal use, but not the kind of “black
market” activities that would undercut a commercial operation.

THE TRANSITION PERIOD OF TITLE I11

The Committee has heard consistent testimony on the impor-
tance of data continuity, but somewhat conflicting testimony over
the adequacy of the present market to support a commercial land
remote-sensing system. Because on balance most of the testimony
pictured the present market as inadequate to support a commer-
cially viable system, the Committee decided to take a cautious ap-
proach by providing limited Federal assistance during a finite tran-
sition period between government operation and private operation
of these systems. Therefore, in Section 302, the Secretary is author-
ized to give limited financial support to the private operator pro-
viding the successor system to Landsat 5.

The transition period is defined operationally. That is, the Secre-
tary is directed to purchase (by contract with a system operator)
the capability of generating, selling, and delivering land remote-
sensing data to_the Federal Goyernment for_a.period of. six.years.

g pper o

SRS ")

The specifications of quantity and quality of data, which together
define what is meant by data continuity, are discussed at length in
the two sections (The Definition of “MSS Data” and Data Continu-
ity—TM versus MSS) following this section.

Under the terms of Section 302, the Secretary would pay for the
“‘capability” of generating data (i.e., the availability of data) for the
Federal Government. He would not actually purchase any data
with the payment, although he certainly could purchase data from
the system operator under the commercial conditions specified else-
where in the bill. Nor would the Secretary buy or specify any par-
ticular hardware. The system operator selected pursuant to Title
III would own all data and hardware, and would generate revenue
by selling the data or copies of the data.

The Secretary’s payment, as specified in Section 302(bX4), would
provide financial assistance to the system operator—in effect, a
subsidy. The Secretary would pay this subsidy in order both to
guarantee continuity of data from United States land remote-sens-
ing systems and to enable the market to expand to commercial pro-
portions. The Committee believes that such Federal assistance is
necessary given the present uncertain market for land remote-sens-
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ing data. By making the contract competitive, however, the Com-
mittee intends to minimize its price, and therefore, the amount of
subsidy paid to the system operator.

The financial assistance provided is limited for six years to the
operator’s capital costs, but could not include his operational costs.
The Committee felt that six years would be a sufficient time to de-
termine the feasibility of commercial operation, especially given
the two to three years of market development that will occur as
data from the existing Landsat system are marketed by the private
sector pursuant to Title II. Six years may not be long enough for
the system operator to begin showing a profit; however, a profit-
able balance sheet may not be necessary to guarantee successful
commercialization after the six-year period, so long as the trends
are in the right direction. If a profit can be reasonably predicted
based on sales trends, then the transition mechanism could be con-
sidered a success. .

The Committee considered a variety of mechanisms beyond the
direct payment specified in Section 302(bX4) to encourage commer-
cialization and development of a land remote-sensing data market.
These mechanisms include loans or loan guarantees; guarantead
data purchases; tax benefits; or wc_umm&wadmoégBmzn services,
such as launch services. The Committee rejected all of these mech-
anisms (save for the direct payment) for two reasons.

First, the Committee believes-that the six-year period is in part
an experiment to ascertain the potential size of the remote-sensing
data market. At the end of the six-year period, it will be essential
for the Congress, for the Administration, and for United States in-
dustry to have the clearest possible reading of the viability of what
the Committee believes will be a burgeoning new industry. Free or
in-kind services and special tax breaks would obscure that reading.

Secondly, certain mechanisms such as guaranteed Federal data
purchases were prohibited because they could distort, or even
shrink, the market. The ittee strapgly. helieves that Eaderal

= ~*-agencies should purchase .Fsm remote-sensing data based on their

real (i.e., unsubsidized) needs for such data. If guaranteed data pur-
chases were permitted, agency users would look on the data as
“free” and would value them accordingly. The Committee intends,
by prohibiting guaranteed purchases, to encourage the system oper-
ator to market data to Federal agencies as he would to any other
customer. Such a prohibition, then, should serve as a strong incen-
tive to the development of a land remote-sensing data market.

Selection criteria for the contract awarded under Section 302(a)
are given in Section 302(c) and reflect the Committee’s view that
the retary should balance several major factors in his evalua-
tion of the bids. Among these are cost, technical competence, and
the ability of the contractor to supplement basic capabilities (i.e.,
“MSS data”) with more advanced technologies and services.

In order to encourage commercialization, the bill would require
the Secretary to go through the procedures in Section 302(a) and to
make a good-faith attempt to find a system operator able to meet
the terms of the Act. However, should the Secretary fail to find
such a system operator in the private sector or should he find that
all persons offering to bid on the contract had submitted bids that
would cost more than government. costs. then Sectinn 209(A) nrn.

%
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vides an escape mechanism. Under the provisions of this section,
the Secretary may, after notifying the Congress of his failure to
find a legitimate system operator, procure and operate a Federal
land remote-sensing system. In adopting Section 302(d), the Com-
mittee intends neither to discourage commercialization of land
remote sensing nor to indicate its lack of confidence in the ability
of United States industry to respond successfully to the commer-
cialization proposal. Rather the Committee is expressing its com-
mitment to the maintenance of a United States presence in land
remote sensing until such time as the United States private sector
may successfully enter this growing international market.

THE DEFINITION OF ‘‘MSS DATA”

Section 301(b) of H.R. 5155 deals with the question of the quality
of data to be generated by the comntercial operator of Title III.

The quality of data specified is “MSS data”, defined in section
301(bX2) of the bill as “digital remote-sensing data which from the
point of view of a data user are (A) functionally equivalent to data
from the multi-spectral scanner; and (B) compatible with data and
with equipment used to receive a process data from such scanner.”
Of course, this definition must be read in conjunction with the defi-
nition of “digital remote-sensing data” in Section 104(1) of the bill.

The Committee does not intend by this definition to require the
contractor selected pursuant to Title III to fly the prototype multi-
spectral scanner which has been carried on Landsats 1, 2, 8, 4, and
5. The Committee wishes to make clear that this instrument is
named for purposes of data quality identification only, and that
the definition does not specify this particular instrument. The defi-
nition is intended to specify that data of this quality constitute the
minimal quality data necessary to satisfy the contract conditions.

Section 301(bX2) uses the terminology “the point of view of a
data user”. This is crucial. Commercialization of land remote-sens-

determined by users’ needs. A user probably does not care how the
data were actually taken, so long as he knows what they mean,
and so long as the data are accurate. Thus, the definition of “MSS”
does not deal with sensor technology, but rather with making
available data that are useful for those who depend upon such
data. In the same sense, the terms “functionally equivalent” in sec-
tion 301(bX2XA) and “compatible” in section 301(bX2XB) are to be
understood as from the point of view of the user.

It is noteworthy that “MSS data” are “functionally equivalent
to”, but not “identical to” data from the multi-spectral scanner. In
this as in other language, the Committee desired to leave certain
flexibility. If the term “identical to” had been used, this might well
have tied an operator to an older technology, which the Committee
does not intend. “Identical to” could even have been interpreted to
include the same kinds of optical distortions inherent in the scan-
ning mirror systems, a prospect which the Committee clearly did
not intend. The Committee also did not specify in its language that
“MSS data” could be used interchangeably with data from the
multi-spectral scanner. The language is only intended to indicate
that such data have to be compatible with equipment that is used

g can only occur if tht Byst8RT Q8sigh T market-driven—TRat is,. ~ -
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for processing and analyzing multi-spectral scanner data. For ex-
ample, a user should be able to use the same equipment to process
“MSS data” allowing for a moderate amount of software modifica-
tion. After such modified processing, a user should be able to com-
pare and/or overlay “MSS data” with data taken from the multi-
spectral scanner.

The Committee does anticipate that a commercially successful
system operator would strive for a high degree of compatibility
with existing uses of Landsat data. Thus, the Committee intends
that “MSS data” would have a similar degree of information con-
tent as data from the multi-spectral scanner and that the data
could be used for essentially the same applications. In speaking of
a “user” of this data, the Committee is not contemplating a com-
puter programmer who would be properly concerned with ques-
tions having to do with format and data rate, but rather with the
end user, such as the geologist or hydrologist who needs to make
decisions based on the information derived from the data. Such an
end user should be able to use “MSS data” with minimal extrapo-
lation and reprogramming of the techniques and algorithms used
for data from the multi-spectral scanner of the present Landsat
system.

%.Hrm Committee expects that data of a higher quality than “MSS
data” could be generated by a system operator who could then
meet the legislative requirement for “MSS data” by some kind of
electronic averaging or other manipulation of higher quality data.
The system operator could thus with one instrument both develop
new markets for the higher quality data and serve existing users.
The Committee intends that the bill accommodate this approach.

DATA CONTINUITY—“TM’’ VERSUS ‘“Mss”’

During Committee hearings on the commercialization of land
remote sensing, virtually every witness urged the maintenance of
“data continuity”. Of course, with the March, 1984 launch of the
last United States government land remotesensing satellite and
with™ 1o follow: ite prograi plahned,
may be inevitable. Such a gap is not itself an unsurmountable
problem. In fact, a data gap of even several months would be toler-
able if the users were assured of and could look forward to a secure
supply of data in the future. Such certainty would allow users to
amortize their current investments and plan for future programs,
would allow value-added firms to develop new users, and would en-
courage market development. “Data continuity” thus does not nec-
essarily mean the continual operation of a remote-sensing satellite.
In fact, the Committee believes it possible that intermittent but
regular operation of an appropriate sensor could, from the point of
view of the user, constitute data continuity and, if so, would be an
acceptable method of meeting the conditions of Title IIL

Because of these considerations, the Committee has attempted to
assure data continuity insofar as such assurance is consistent with
its concurrent desire to commercialize space remote sensing. That
is, commercialization necessarily involves a certain amount of risk;
true commercialization would be impossible if all risk to the pri-
vate sector (and to continuity) were removed. The Committee is
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aware that it will take several years to build a private satellite to
follow Landsat 5, a delay which may result in a data gap of some
months, In light of this virtually inevitable gap, the Committee in-
tended neither to encourage a crash program at extra expense in
order to eliminate the data gap when Landsat 5 ceases operations,
nor to provide so much subsidy for the private sector operator that
there would be absolutely no risk that data would be interrupted.
In this, as in several other provisions, the Committee is trying to
strike a balance between the goal of assuring data continuity and
the goal of true commercialization.

The Committee has attempted to promote data continuity by a
variety of provisions and policies that permeate H.R. 5155. Title 11
of the bill would provide initial data continuity through continued
operation of the existing Landsat system. In the period of transi-
tion towards commercial and fully private operation (Title III), gov-
ernment financial support is provided to increase the likelihood of
data continuity. Finally, in the licensing provisions of Title IV and
in the provisions of Title V mandating continued high-risk Federal
R&D, the bill provides an encouraging governmental climate for
data continuity—that is, for fully private operation after the tran-
sition period.

In drafting these provisions, the Committee recognized the need
to define “data continuity” in an operational sense, at least during
the transition period established pursuant to Title III. (After the
transition period, when a fully private and commercial operation is
underway, the market will decide what data are needed, eliminat-
ing the need for a legislative definition of data continuity.) There-
fore, the Committee has addressed both the quantity and quality of
data that should be provided during the transition period.

Data Quantity.—With regard to data quantity, the Committee de-
cided to specify the amount of data purchased by the Federal Gov-
ernment during Fiscal Year 1983 as the minimum that should be
made available by the system operator of Title IIl. The Committee
has been assured in testimony from the Chairman of the Source
Evaluation Board for Civil Remote-Sensing that this is_indeed a
Teasonable minimuni quantity and that any commercial operator
would in fact want to make available much more data. The reason
is evident: the 1983 level of Federal purchases is probably not
enough to sustain a commercial system without very large price in-
creases; in fact, initial commercial data sales would probably be
much greater than this quantity. Since it would clearly be inappro-
priate to set a minimum level too high for a potentiaily successfyl
commercial operator, and since the Federal Government will prol
ably subsidize a portion of the capital costs of the system, the Com-
mittee decided to mandate only a quantity of data that would serve
obvious Federal needs.

Data Quality.—The question of data quality is more complicated,
and is considered from the perspective of technological innovation
in the previous section (The Meaning of “MSS Data”). From the
standpoint of continuity, it is noteworthy that MSS data have been
available since 1972 and will continue to be available on Landsat 5
for several years. Some Thematic Mapper data were available from
Landsat 4 and more will be available for the lifetime of the instru-
ment on Landsat 5. It is important to emphasize here that the

©
[s2]
o
o
o
N~
a2}
o
o
(&}
o
o
o
1’
handl
n
o
AN
o
T
[Xe]
o
o
)]
o
<
(@]
(o0}
A
~
©
o
~
~
Al
o
(a\}
[0
[2]
4]
@
[0
1’
—
(o]
L
e}
[
>
(e}
—
Q.
Q.
<C




-RDP05T02051R000200370003-6 mesesusemmnastmeesy

Approved For Release 2011/08/18 : CIA

22

Committee views “continuity” in the sense of data continuity
rather than technological continuity.

The Committee parenthetically notes that when Landsat 4 and 5
were being designed, consideration was given to flying each mission
with only the Thematic Mapper instrument abroad—that is, with-
out the Multi-Spectral Scanner that had been on Landsats 1, 2, and
3. However, the system users voiced so much concern over this ap-
proach that ultimately the Multi-Spectral scanner was added to
both Landsat 4 and Landsat 5.

The Committee notes that there has been some testimony related
to the need by users for a higher quality data than MSS data, spe-
cifically the type of data that is generated by the Thematic Mapper
instrument. However, the Committee further notes that at least
some of those requesting such a level of data quality wish to have
these data made available at government expense, an indication
that a commercial market might not support such data. There is, of
course, nothing in H.R. 5155 that would prevent a system operator
from providing data of TM quality or of even higher quality.
Indeed, section 302(cX4) provides an incentive for delivering addi-
tional data of higher quality. However, because TM data have not
been regularly available, and because the market for TM data has
not been developed, it would not be reasonable to require a system
operator to provide this higher quality (and therefore more expen-
sive) data during the transition period. The bill provides every op-
portunity for the operator to provide higher quality data should
the market demand such data. The Committee strongly feels that
legislation should not mandate a specified level of technology, that
this kind of decision should be left to the commercial operator, and
ultimately to his or her perception of the market.

The Committee more particularly notes that many requesting
data of Thematic Mapper quality represent oil or other mineral in-
terests. In short, they seek geological information. Because the
earth changes only slowly, a geologist typically does not need re-
peated “pictures” of an area (but he might need more than one
scene to differentiate geological formations masked by seasonal
vegetative changes). During the expected lifetime of the Thematic
Mapper now flying on Landsat 5, enough data will be taken to pro-
vide about ten duplicate coverages of the entire land surface of the
Earth. The point is that during its lifetime Landsat 5 is likely to
obtain enough data on areas of geological interest to saturate the
geological fraction of the market. Thus, were the Congress to re-
quire the higher quality TM data, it might be forcing the system
operator to build a system whose market would have been substan-
-tially reduced by-earlier government action—- e e

The Committee also notes that Thematic Mapper data are ton-
.siderably more expensive than “MSS data.” For example, a “scene”
of TM data demands seven computer tapes, while a “scene” of
“MSS data” would only take one tape. Thus, if TM data were man-
dated, users would need more computing power.

Finally, the Committee realizes that the baseline level of data
quality required by H.R. 5155 may not be the highest level of reso-
lution currently available. However, the Committee encourages
future commercial operators to utilize systems with improved tech-

nologies, such as a Thematic Mapper, when the market projections
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for such data are sufficient to reasonably assure the commercial
viability of data generated by the improved technology.

For all the reasons given, the Committee considered establishing
a legislative requirement for TM data, but rejected such a require-
ment as anti-commercial.

GOVERNMENT REGULATION AND OVERSIGHT IN TITLE IV

Throughout H.R. 5155, provisions are outlined which obligate the
system operator and the marketing entity to comply with certain
requirements related to international commitments, non-discrimi-
natory access to data, and national security issues. These require-
ments arose both from the necessity to honor major treaties, agree-
ments, and conventions to which the United States is a signatory
and from the Committee’s views concerning market development
and fair and equitable business and operating practices.

At present, no code of Federal regulations exists which would
apply these requirements to private operators of remote-sensing
systems, nor does any agency have specific statutory authority to
promulgate and enforce such regulations. Therefore, Title IV of
H.R. 5155 outlines the minimal regulatory and enforcement au-
thorities for the Secretary of Commerce necessary to ensure that
the policies and provisions of the bill are carried out.

The Government’s control over private remote-sensing ventures
will be based on two kinds of administrative action—licensing and
regulation. First, in recognition of national security and interna-
tional commitments and of the potential for each space system to
be based on unique technical, operational and commercial concepts,
the bill provides statutory criteria for the licensing of any space
remote-sensing operator. The license would contain appropriate
conditions and limitations applicable to that operation, a procedure
permitting both great flexibility and great specificity in the Gov-
ernment’s monitoring function. Other instruments of supervision
such as registration, approvals, and certification would partially
fulfill the administrative needs contained in the legislation but

would not provide the necessary level of monitoring to ensure-cont
pliance, for example, with the Outer Space Treaty or with national
security concerns.

The second kind of administrative action is provided by regula-
tions to be promulgated by the Secretary for carrying out the li-
censing program under Title IV of the bill. These regulations are
expected to establish additional normative requirements applicable
to all licensed operations; prescribe procedures for the obtaining of
a license and petitioning of changes thereof; and outline the en-
forcement authorities of the Secretary or his designated officers.

Adherence to the rulemaking requirements of the Administra-
tive Procedures Act (Title 5, US.C) requires that all actions that
affect the public be carried out in a manner fully responsive to the
views and rights of the public. In promulgating regulations under
H.R. 5155, the Secretary is required to issue public notice and to
solicit public comment. The Committee intends that the Secretary,
in exercising his discretionary powers under this rulemaking proc-
ess, be as responsive as is practicable to the public comment and
that a clear record of regulatory decisions be made available in the
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public domain. Although a more formal rulemaking process could
have been required to guarantee that a more detailed record would
exist, the Committee believes that the goals of commercialization
and of data continuity are best served by a streamlined and timely
regulatory framework.

Licensing activities will be carried out by the Secretary in ac-
cordance with Title IV and with the regulations developed under
Section 404. Inasmuch as the issuance or disposition of a license
will primarily affect the license applicant rather than the general
public, no notice or comment is required in these cases except
when an exemption, waiver or other form of relief from the regula-
tions is sought. The Committee also recognizes that proprietary in-
formation that may be required as part of the license application
may preclude meaningful application of notice-and-comment proce-
dures.

The provisions of section 402 reflect the minimum licensing con-
ditions deemed necessary to allow the Secretary to carry out his
oversight responsibilities. These conditions include national secu-
rity guidelines and international commitments presented by the
Secretaries of Defense and State under Section 606; non-discrimina-
tory access provisions under Section 601; data archiving agree-
ments under section 602; and a special approval process should they
operator wish to engage directly in commercial value-added activi-
ties. Section 403(bX3) stipulates that licensing shall not contain con-
ditions which are anticompetitive in nature. In particular, the li-
cense obtained by the contractoriunder Title IIT shall not contain
any provisions which would disadvantage other license holders
with regard to purchasing agreements, exclusive orbital or territo-
rial rights, and other such arrangements.

The responsibilities of the Secretary and the rights of the licens-
ee are further outlined in sections 403 (e) and (). The right to peti-
tion for review is also extended to denial of issuance or transfer of
a license. The licensee may request an agency hearing and formal
adjudication by the Secretary. Any final actions will be subject to
judicial review with the court empowered to dismiss such actions
on appropriate legal grounds. Inasmuch as the form and venue of
any proceedings for judicial review under the bill are not specified,
the Committee intends that current practices for taking legal
action should apply.

The enforcement authorities of the Secretary are intended to be
the minimum necessary to monitor compliance, determine any
wrongdoing, and impose appropriate penalties. In monitoring com-
pliance, the Secretary under Section 405(a) may -inspect records,
space-related hardware, ground facilities, and any software. Section
405(b) specifies that it will be illegal either to violate any provision
of the license or to inhibit enforcement or monitoring activities of
the Secretary.

Section 405(c) specifies that any person actionable under any li-
censing provision or regulation may be assessed civil penalties of
not more that $10,000 per violation. The Committee believes that
civil rather than criminal penalties constitute an appropriate level
of response for the type of violations envisioned.

In the event that the licensee’s operation is deemed by the Secre-
tary to be detrimental to the national interest, H.R. 5155 author-
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izes the Secretary to invoke emergency powers under Section 405(f).
In such cases, the Secretary may terminate any operation immedi-
ately.

Since the level of oversight activity likely to be experienced
should not require a substantial workload on the part of the Gov-
ernment, the establishment of special regulatory and enforcement
officers, bureaus, or administrations is not provided for in the bill.
Nevertheless, the Secretary should take steps to facilitate the li-
censing procedure for potential applicants.

TITLE V AND THE NEED FOR A VIGOROUS FEDERAL R&D PROGRAM

General Provisions.—The Committee intends that commercializa-
tion of United States land remote-sensing systems should proceed
in conjunction with a continuing and vigorous Federal program of
research and development. The Nation needs such a program to
remain preeminent in the field. The Committee envisions that the
commercial use of space will become a major element in the United
States economy and believes it vital that United States firms be
provided with a continuing flow of technological innovations to
remain competitive. The private sector traditionally does a fine job
of marketing, but experience shows that for valid economic reasons
it does not conduct research having a relatively long-term payoff.*

Accordingly, the Committee has written language to encourage a
vigorous Federal R&D program. This general policy is embodied in
section 501. The Committee intends that the program be broad in
scope and that it include development of new technology, including
sensors, communications, and spacecraft. The program should also
include demonstrations of such new technologies. Finally, the pro-
gram should include basic scientific work of two kinds. First, scien-
tists in the classical disciplines must learn how to make better use
of the kinds of data available today (e.g., to learn how to study ge-
ology or botany with Landsat 5 data). The second kind of basic sci-
ence program involves looking for new kinds of science—that is,
asking such questions as “What can we sense from space that we
have not yet sensed?” or “What can we learn from such sensing?”’
These sorts of questions are not likely to be pursued by a commer-
cial operator.

The Committee believes that the Federal program should include
sponsored research at universities, so that professionals in various
disciplines will be able to make use of remote sensing data in their
work. There should also be applications research in those mission
agencies that do not have space activities but that could use infor-
mation from remote sensing. Examples are the Environmental Pro-
tection Agency, the Geological Survey, and the Department of Ag-
riculture. Of course, the Committee also believes that such Federal
activities should be well coordinated.

The Committee is aware of the path of development of electron-
ics technology, in which research and development—including the
exquisite accomplishments of the microminiaturization of comput-

“The Committee would expect the private sector to carry on some research and development
programs and not o rely totally on the Federal Government. Thus, the private sector would be
expected to %:% research with a relatively short-term and certain payoff. such as improving
products or developing marketable new applications.
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ers—has served to drive down costs and expand usage far beyond intent of the Committee that this Act promote an integrated re-

what was anticipated when automatic computers were first intro- search plan so that areas of overlap and duplication are eliminated

duced. The Committee is also aware that while space technology and areas in need are supplemented.

has made significant improvements in cost-effectiveness in areas Experimental Data.—Because the experimental NASA Landsat

such as telecommunications, the same kinds of revolutionary im- program has run for more than 10 years and has involved five sat-

pravements have not occurred in all areas. If the Federal research ellites, some private-sector firms have expressed a concern that

effort in remote sensing is to be of maximal assistance to the com- future experimental government programs could inadvertently un-
ts must be put into dercut commercial activities. Section £03 deals with this concern by

mercial industry, a major fraction of its effor

programs aimed at improving the utility and cost-effectiveness of . limiting the use of experimental data programs—either Federally

remote-sensing systems. It is of little use to develop technologies funded programs or those conducted in cooperation with Federal ef-
that generate useful information but which are too expensive to be forts. In other words, if NASA and another research institution
practical for commercial use. Also, in some cases, the utility of were conducting a joint cooperative research program, that institu-
remote-sensing systems can be most efficiently increased not by de- tion could use data from experimental government remote-sensing
velbpment of new space hardware, but by research on applications programs even though its efforts might not be Federally supported.
and by development of better data-processing systems on the Further, use of experimental data in such research programs need
graund. There needs to be a shift in the overall direction or thrust not necessarily meet the “non-discriminatory availability” require-
of Federal research and development efforts in this area. The Com- ments of the legislation. s
mittee intends that the objective of the research efforts should be Sale of Ex rimental Data. Section 503 prohibits the use of data
less on the development of technology and hardware as an end in from Federal experimental space remote-sensing programs for com-
itself and to a much greater degree justified in terms of improving mercial purposes, or_in com iti i 3 -sector ivities,
the applicability and utility of remotely sensed data. The Commit- with the important ex on described below. The Committee real-

timate the impor- izes that experimental data might have commercial value (e.g.,

tee does not intend by this direction to underes
tamce of basic research or of long-term R&D. Rather, the Commit- data from the Shuttle Imaging Radar may contain useful geological
tee intends that the nature of the expected benefits should be close- information). Faced both with the need to protect an emerging pri-

vate remote-sensing industry and with the desirability of making

ly examined to ensure that they go beyond the generation of ele-
tal data, the Committee has attempted to

gant technology and focus on the improvement of remote-sensing the best use of experimen
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applications. strike a balance. tio! lows the use of experi in |
Agency Roles.—Sec. 502(a) deals with NASA’s role in remote- R Enmhnlgm%wnr rograms_that have no_mar cet_pote tial._Qn_the
sensing R&D. The Committee’s language does not add to NASA’s other hand, if t et 15 a demand for suc L tal-pur-
existing broad authority, but reemphasizes it and makes it more poSes e st_be
specific. Taken together ‘with the Committee’s amendment to HR. sold " The Committee does
5154, the National Aeronautics and Space Administration Act, A other agency engage In_se ing ex- |\
1985, which would add expansion_of human knowledge ‘“of the erimentaldatz hit-hy-hit, Experience has shown that for experi-
earth” to NASA's mission, H.R. 5155 gives NASA major statutory mental systems, the cost to the Government of searching and ac-
anthority for remote sensing of the Earth. The Committee further cessing specific data subsets can be substantial. The costs of admin-
intends that NASA conduct cooperative activities whenever such istering the competitive process would also be great. For these rea-
activities would result in more rapid or broader dissemination. sons, all sales by t ernment must-be_en bloc. All the data

Sec. 502(b) provides that the Secretary shall conduct a strong “from one Shuttle or satellite flight could constitute one block, or if
remote-sensing research and development program with particular awgr?qagwmﬂ?mm.wxm.ﬂwwﬁmamﬂ‘mmﬁ_‘_‘mmxﬁmnm‘ found to have
emphasis on applications of remote sensing. Of course, the Commit- commercial Ve ue during \nmm lifetime of ite, the entire
tee intends that such research and development be carried out body of data rom_that sa ing rights to data not yet,
through the National Oceanic and Atmospheric Administration. sensed, might form the block subject to competitive sale. The Com-
The Committee notes that NOAA has not conducted such a vig- . mittee intends that such situations be handled fairly but flexibly so
orous research program up to now. as to maximize the accessibility of the data, realizing that each sit-

In Section 502(c), the Committee indicates its intent that remote uation is likely to be different. The main purpose is to get such
sensing be explored and its application expanded through applica- data out of the government and into the hands of a marketing
tions research programs conducted by other Federal agencies. entity. .-

Sec. 502(d) requires the Secretary and the Administrator of /  The Committee in _en-bloe sale of data by the Gov-
NASA to develop and report on a joint plan of research and devel- " ernment to carried out through a competitive process that
opment showing clearly how their respective missions are to be co- /  avoids “unrealistically Tow pricing by the Government, since such &‘
ordinated. The Committee does not intend to designate a lead pricing could result in unfair competition with the private sector.|
agency either for the purpose of planning this research and devel- The past policy_of making such data_available at a nominal fee|
opment or for the purpose of preparing the report required in this would_severely imbalance the market forces deemed necessary for
section, since both agencies have legitimate research roles. It is the ‘ a healthy commercial system. course, section 504 provides t at

—
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experimental data sold en bloc also be marketed subsequently on a
non-discriminatory basis.

DATA ARCHIVING UNDER TITLE VI

A major public service responsibility of the Federal Government
is;to provide for long-term monitoring of the global environment,
and land remote-sensing data constitute a major component of this
effort. Since archiving entails maintenance of data likely to decline
ir,commercial value over time, it is unreasonable to impose special
maintenance requirements on the private operator or to expect the
operator to perform such a service on his own accord.

ction 602 contains provisions which outline the Government’s
responsibility to provide an archiving service for land remote-sens-
ing data. The substance of these provisions follows in large part the
report of the National Commission on Libraries and Information
Science, published in December, 1983. This report, entitled, To Pre-
seyve the Sense of Earth from Space, concludes:

It is in the public interest to maintain an archive of land
remote-sensing satellite data for historical, scientific and tech-
nical purposes;

The data in question are a national resource worthy of pres-
ervation for the advancement of science and other applications,
and while the cost of archiving these data is not insignificant,
it is extremely small relative to,the investment in the space
segments of the satellite remote-sensing systems;

It is in the public interest to control the content and scope of
the archive and to assure the quality, integrity, and continuity
of the data; and

The maintenance of such an archive is, therefore, a responsi-
bility that should be borne by the U.S. Government.

The central objective of section 602 is to give the Secretary of
Commerce responsibility for maintaining a basic set of global scale
rempote-sensing data. The authority to collect such data is contained
in gection 602(b).

Whe definition and minimum content of the basic data set in
6c) is largely discretionary on the part of the Secretary. Howev-
enzit is the intent of the Committee that this set contain a repre-
segtation of change in pertinent features (with portions thereof re-

-ated at a frequency appropriate to the time scale). It is expected

w4 portions of this representation will be repeated more often
than others for significant changes of major ecological or environ-
meatal interest. It is also the intent of the Committee that data of
diffarent types and from different instruments be archived as they
becgme available. Currently, all domestic data is archived at the
RIPS Data Center. By limiting the archive to a basic data set, the
asideme of data (and hence the maintenance expenses) will be kept
regonable. However, inasmuch as the archive is intended to con-
1z ¢ non-domestic data as well as domestic data, some additional
=x spnses may be incurred, particularly if the Secretary must pur-
ch“ge data from foreign ground stations or from foreign satellite
o zators to complete the whole earth representation.

‘$etions 602 (d), (e), and (f) outline the basic acquisition plan for
amAhived data. Essentially, data must be surrendered by the private
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sector to the Secretary upon request. It is the intent that this re-
quest be made in a timely fashion in order to preclude data being
lost. The impact of this requirement on commercial operations is
expected to be negligible since the operator will retain the exclu-
sive right to sell the data (in accordance with sections 202 and 303)
for a period set by the Secretary but not to exceed ten years, at
which time the data in the archive become publicly available for
the cost of reproduction and distribution. Section 602(f) also allows
public access to begin prior to ten years if the operator terminates
his offer to sell specific data. This might occur if, for example, the
operator deems the commercial value of the data to be less than
the cost of maintaining the data in his working inventory.

COMMERCIALIZATION OF WEATHER SATELLITES

In November 1983, the House adopted H. Con. Res. 168, as re-
ported by the Committee, which expresses the sense of the Con-
gress that it is “not appropriate at this time to transfer ownership
or management” of civilian weather satellites to the private sector.
In adopting Title VII of H.R. 5155, the Committee intends to pro-
hibit future actions leading toward commercialization of weather
satellites until such time as Title VII is repealed.

The Committee has strongly discouraged the proposal to commer-
cialize weather satellites for several reasons, but principally be-
cause the proposal seems unlikely to result in a truly competitive
and commercial situation. There is after all only one “buyer” for
weather data—the Federal Government—which uses more than 95
percent of the data. Thus, there would in effect be no freedom of
entry into the business if one firm won the contract for the govern-
ment’s data needs. Relative freedom of entry is an important deter-
minant of any competitive business situation, and without competi-
tion, the contractor would have little incentive to improve his serv-
ices.

Secondly, weather satellites are very important to national secu-
rity, and therefore any system operator would have to agree to a
great many conditions and limitations on his contract. These condi-
tions and limitations would take from the contractor his ability to
contro! his costs. The effect would be (as the Department of Com-
merce found when preparing a Request for Proposal) that the con-
tract would likely have to be “cost plus”. Thus, another aspect of a
competitive commercial situation—price competition—would not be
applicable.

In addition, the United States obtains a great deal of valuable in-
formation from other nations around the globe in return for our
weather satellite data. Because the United States conducts both
civil and military operations on a worldwide basis, worldwide data
are essential both for forecasting and for calibrating satellite data
against “ground truth”. Therefore, United States satellite data
must, for national security reasons, be freely exchanged globally,
effectively precluding any international market for such data.

From the above, it seems clear that a contractor would have
none of the incentives for efficiency and innovation that one nor-
mally associates with private sector, commercial operation. There
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is no reason to expect improvement in operations under such cir-
cumstances.

The Committee is also concerned about the potential impact of
“metsat’” commercialization on public safety. Although weather
satellites are not in the National Weather Service organizationally,
they are certainly a key part of our Nation’s weather forecasting
system. The Committee believes that the driving principle of such a
system should be service, not profit, a principle which argues
against commercialization.

A final reason for keeping the satellites in the government is the
increasing degree of international cooperation in this area. Other
nations are beginning to pick up more of the burden of the global
weather satellite system, which until now the United States has
had to support nearly in toto. Such cooperation would undoubtedly
cease if the United States Government were to unilaterally with-
draw.

The Committee also notes that there is now a small but healthy
private sector value-added meterological industry. Consulting me-
teorologists produce tailored forecasts for special industrial users;
other firms take standard weather data and make them more pre-
sentable, understandable, and entertaining for use on commercial
television broadcasts. These entrepreneurial activities should be en-
couraged, and there is no reason to believe that commercialization
of weather ‘satellites would do apything but threaten them with a
loss of data.

In all of this, it is important to note that weather satellites trans-
mit data to the ground through uncoded broadcasts. There is no
extra cost to the government in allowing a user to put up an anten-
na to obtain data. (After all, it is a government service.) There
would be extra costs, however, if the government had to add en-
cryption or other controls to prevent such use.

The Committee further notes that Title VII does not in any way
prohibit the Secretary from carrying out his responsibility to oper-
ate the weather satellites by means of contracts with private sector
operators.

The Committee supports the fundamental concept of commercial-
ization and looks forward to the innovation and efficiency that pri-
vate sector involvement can achieve in space. In placing these re-
strictions on commercialization of weather satellites, which can be
removed by the same process which will emplace them, the Com-
mittee intends to avoid a repetition of the events of late-1983, when
American industry was asked to expend its resources in responding
to a request for proposals which included weather satellites and
which therefore had very little chance of success.

In sum, the committee concurs with the view presented in a No-
vember 10, 1982 joint NASA/Department of Defense study (reports
of the Ad Hoc Government Interagency Panels on Civil Operation-
al Remote-Sensing Satellite Commercialization): “* * * there is
considerable financial, policy, and program risk to the Government
in commercializing weather satellites and there is no clear policy
or financial benefit to be realized.”
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OTHER ISSUES

Foreign Ground Stations.—Early in its deliberations, the Com-
mittee became aware of the concerns of foreign users of land
remote-sensing data regarding the prospect of dealing on a contrac-
tual level with a United States privatesector party. Indeed, the
concept of active participation of a private-sector party in matters
so closely related to diplomatic negotiations is not easily compati-
ble with the culture and protocol of many foreign countries. Sec-
tion 204 deals with this problem.

It is the intent of H.R. 5155 to effect a gradual transition be-
tween the present period of government-to-government relation-
ships and the future situation in which the private sector will
become a negotiating party. Presently, there are a number of
agreements with foreign governments for the sale of data to their
ground stations. These agreements contain provisions for immedi-
ate expiration should the Landsat system become privately owned.
Foreign governments are concerned lest they be disadvantaged by
the terms and services rendered under any new contracts with a
profit-oriented private party. Generally, they feel that the invest-
ments they have made in hardware and training justify continu-
ation of the contracts which have been negotiated with the United
States Government over a long-term period.

It is the intent of H.R. 5155 to provide a measure of data continu-
ity and to maintain the goodwill that has been developed through
the government operation of the Landsat program. Inasmuch as
the title to all portions of the Landsat system will be retained by
the United States Government, Section 204(a) makes it clear that
the Government will remain the party of primary responsibility in
dealing with foreign governments until the expiration of the exist-
ing contracts. The entity selected pursuant to Section 201 will act
as the agent of the U.S. Government in marketing data.

After the termination of existing contracts, the Committee does
not intend for the Secretary to renew or enter into any further
agreements. Pursuant to Section 204(b), new data marketing agree-
ments may be entered into by the contractor, so long as such agree-
ments provide for non-discriminatory marketing.

The benefits of this phased arrangement are twofold. First, the
Government will have the opportunity to observe the performance
of a privatesector party in dealing with foreign entities while it
maintains substantial oversight responsibilities. Second, foreign
governments will have the opportunity to become accustomed to
dealing with a privatesector party while maintaining diplomatic
relations with the owner and operator of the system (ie., the
United States government). Thus, the plan will provide both data
continuity and ease of transition for foreign users.

Government Platforms for Private Systems.—Section 302(bX7) and
Section 406 provide for the use of Government satellites, or vehi-
cles such as the Space Shuttle, as platforms for private remote-
sensing activities. These provisions are meant to promote economic
utilization of Government assets if such can be accomplished in a
non-interfering manner. The Committee emphasizes that any use
of Government platforms would not exempt the operator from the
licensing provisions of Title IV.
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In addition to the license, separate agreements would be required

between the operator and the Government for use of the platform.
EER. 5155 requires that the private-sector party pay the costs of
such utilization immediately (as opposed to payments as profits are
raalized). The Committee intends that the full costs of satellite up-
grading or modification be borne by the private-sector operator.
Additionally, the intended Government mission must not be com-
wﬁc::mam by the addition or operation of the remote-sensing pay-
oad. ,
Surplus Equipment.—Section 604(b) provides the Secretary with
the authority to sell surplus equipment from the Landsat system to
private-sector parties. This provision does not conflict with Section
991(cX1), which prohibits the acquisition of Landsat equipment by
the contractor of that section. The Committee intends that surplus
equipment is that which is no longer of use to the Landsat system,
as some equipment would be, for example, after the demise of the
space segment of Landsat. Equipment which is integral to the
active operation of Landsat or to continual marketing of data could
net be defined as surplus. This provision is consistent with the Sec-
retary’s existing authority to dispose of surplus equipment and is
meant to be clarifying in view of section 201(cXD).

The Committee intends that the Secretary use his discretion to )

dispose of such surplus equipment in a manner that best promotes
the commercialization of land remote sensing. That is, acquisition
by a private-sector party representing an intent to engage in com-
mercial land remote sensing would be preferred over disposal for
some non-related purpose.

Radio Frequency Allocation.—Section 605 recognizes (i) that the
Federal Communications Commission has jurisdiction over United
States nongovernmental radio frequencies and that the Secretary,
through the National Telecommunications and Information Admin-
istration, has responsibilities for Governmental radio frequency
management; and (ii) that there is a hierarchy of priorities dictated
by several national concerns which must be dealt with in manag-
ing radio frequencies. The purpose of the section is to point out the
potential importance of commercial remote-sensing activities and
ﬁecn.moarwnwrwwvmm?m:m: mvvwoulmnwvloln% when radio fre-

gmency allocations are requested.

National Security and International Obligations.—Section 606(a)
and (b) outline the responsibilities of the Secretaries of State and
Defense for identifying relevant international commitments and
national security concerns and for communicating them to the Sec-
retary of Commerce. These commitments and concerns must be
taken into account in any licensing action of the Secretary.

In some cases, these concerns will necessitate that special limita-
tions be imposed on the license. In determining relevant limita-
tions, the Committee intends that the Secretaries of State and De-
fense exercise their discretion in a judicious manner and base their
decisions on demonstrable adverse consequences which may result
from some design or operational characteristic deemed to be unde-
sirable. In order to avoid reimbursement costs from improper deci-
sions, it is incumbent on the Secretaries of State and Defense to
give timely and detailed consideration to each proposed operation.
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National security requirements may include limitations on reso-
lution or geographic restrictions set forth in advance. These should
be uniformly applied without prejudice. The Committee does not
intend that this discretion be used to screen data routinely or to
impose any delays on the delivery of data to the marketplace.

International obligations may include treaties, conventions, and
agreements to which the United States is a party or provisions of
H.R. 5155 which affect international relations. In a larger sense, it
is also appropriate to ensure that the activities of the private sector
support other United States diplomatic interests to the extent prac-
ticable. Section 606(bX3) contains language which encourages the
Secretary of State to continue the use of land remote-sensing data
as an instrument of foreign policy.

Reimbursement for Lost ‘Revenues.—Section 606(c) provides for
the reimbursement of a system operator by the Secretary of De-
fense or of State in the event that additional costs are incurred due
to national security restrictions or international obligations. This
reimbursement includes any additional operational costs or capital
equipment items needed as a result of such requirements. In the
case of unanticipated restrictions placed on the operator after ap-
proval has taken place through the licensing process, unrecovered
past development costs may also be claimed. This pertains only to
existing and approved space systems.

Department of Commerce ‘Authority to Operate and Transfer
Remote-Sensing Systems.—Under Section 201(a) of the National
Aeronautics and Space Administration Authorization, 1983, (Public
Law 97-324), the Secretary of Commerce’s authority to operate and
to plan for the transfer of civil land remote-sensing satellite sys-
tems expires on September 30, 1984. In adopting H.R. 5155, the
Committee clearly intended that the Secretary’s authority in this
regard extend beyond fiscal year 1984, in order to enable the Secre-
tary both to retain title to the Landsat system and to plan and pro-
vide for the follow-on system envisioned by Title IIL

Therefore, Section 607 was drafted to amend Public Law 97-324
in order to provide the Secretary with standing authority to plan
and provide for the management and operation of civil remote-
sensing space systems. The Committee intends that this authority
include not only civil land, but also civil oceanic remote-sensing
space systems. The language in Section 607 does not indicate any
lack of confidence by the Committee in the ability of United States
industry to operate a viable commercial land remote-sensing
system. It is, however, intended to be consistent with the “fall-
back” authority provided to the Secretary in Section 201(d) and
Section 302(d).

Authorization - of Appropriations.—In order to provide initial
funding for carrying out the procurement pursuant to Title III, for
developing administrative procedures authorized in Title 1V, and
for establishing an archive pursuant to Section 602, section 609
specifies that 10,000,000 be authorized to be appropriated to the
Secretary for fiscal year 1985. It is recognized that this sum may
not be sufficient to accomplish the specified tasks during that fiscal
year. It is intended that the Secretary take actions necessary to re-
ceive any additional budget authority which may be required by re-
questing supplemental appropriations from the appropriate Com-
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mittees of Congress. This process will allow the true costs of the
commercialization process to be assessed more accurately and will
allow Congress to act accordingly.

VII. SECTIONAL SUMMARY OF THE BILL
TitLE [I—DECLARATION OF FINDINGS, PURPOSES AND PoLICIES

See. 101. Findings )

@) Data continuity is of major benefit for resource management
ard economic activities.

@) United States leadership in remote sensing is in the national
interest. :

) Remote sensing involves international commitments and na-
tianal security concerns.

¢4) Non-discriminatory access to data will lead to the most benefi-
cial use of data.

) Lack of data continuity and market development has inhibit-
edithe use of land remote-sensing data.

) The private sector is best suited for market development.

¢7) A market-driven system will best achieve potential benefits of
remote sensing technology.

8) The process of commercialization should involve maximum
competition and minimum subsidy.

) It is likely that the private sector alone will not develop a
commercial land remote-sensing system.

¢10) Government/private sector cooperation is beneficial.

€11) It is now appropriate to begin commercialization.

(12) Commercialization should involve minimum government di-
rection and regulation.

(13) Government oversight will be required for national security
and international commitments.

(14) Weather satellites should not be commercialized at this time.

Sec. 102. Purposes -

(1) To provide guidance in commercialization.

(2) To preserve technological leadership, national security and in-
termational obligations.

@) To ensure data continuity and non-discriminatory data access.

(4) To minimize Federal investment.

¢5) To prohibit commercialization of weather satellites.

Sec. 103. Policies

(a) The United States has the right to acquire and disseminate
remote-sensing data.

(b) The United States remains committed to non-discriminatory
data access.

fc) Commercialization should retain and preserve governmental
fumctions and national security and international obligations.

Sec. 104. Definitions
a»ﬁv “Digital remote-sensing data’” means raw and pre-processed
lata.

{2) “Secretary” means Secretary of Commerce.
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(3) A. “On a non-discriminatory basis” means without special
preference which would favor one buyer over another.

B. Data may be sold only if (i) any offer is published in advance,
(ii) no buyer is given favored access, (iii) volume discounts do not
exceed demonstrable reductions in unit costs.

C. “On a non-discriminatory basis” does not require (i) identifica-
tion of buyers, (ii) maintenance of a working inventory, or (iii)
equal development of all market segments.

(4) “Landsat system” means Landsats 1 through 5, any follow-on
satellites, and all accessory ground equipment, facilities and sys-
tems.

(5) “System operator’” means the contractor selected pursuant to
Section 201 or any license holder under Title IV.

TitLE HI—CoNTRACT FOR EXISTING LAND REMOTE-SENSING SATELLITE
SYSTEM =

Sec. 201. Contract Requirements

(a) The Secretary shall contract with a United States private
sector party for the marketing of Landsat data and, if appropriate,
for the operation of the space and ground segments of the Landsat
system.

(b) The contract shall be awarded competitively and may be
reawarded after the demise of the Landsat satellite system.

(¢) Such a contract shall not permit transfer of any equipment
but may allow the contractor to maintain and repair the system.

(d) If no acceptable proposals are received, the Secretary must
inform Congress and may reopen the competition after thirty days.
If no acceptable proposals are received subsequently, the Secretary
shall continue Landsat operation and data marketing.

(e) “U.S. private sector party” shall be defined by the Secretary.

Sec. 202. Sale of Data

(a) The Government shall retain title to all data from the exist-
ing Landsat system but the contractor shall be entitled to revenues
from sale of copies.

(b) The contractor may sell data after the demise of the Landsat
space segment.

Sec. 203. Conditions of Competition for Contract

(a) The Secretary shall publish international obligations, national
security requirements, legal considerations and any other require-
ments.

(b) Contractor selection considerations include:

(1) marketing ability;

(2) best overall financial return to the Government;

(3) ability to meet requirements under subsection (a);

(4) technical competence;

(5) absence of conflicts-of-interest;

(6) ability to effect a smooth transition with the Title III con-
tractor; and

(7) any other appropriate factors.
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Sec. 204. Foreign Ground Stations

(a) The contractor shall honor existing international agreements
to supply data.
(b) When such agreements expire or in the case of new agree-
ments:
(1) the contractor shall have the exclusive right to market
data from the Landsat system.
(2) data must-be sold on a nondiscriminatory basis.

TrrLe III—ProvisioN oF Data CoNTINUITY DURING TRANSITION
PERIOD

Sec. 301. Purposes and Definition
(a) The purpose of this Title is:
(1) To provide for an orderly transition to a commercial
system.
(2) To provide for data continuity for six years.
(b) Definitions:
(1) “Multi-Spectral Scanner;”
(2) “MSS data’’ means data which are: .
(A) functionally equivalent to data from the multi-spec-
tral scanner; and
(B) compatible with existing ground systems.

Sec. 302. Contract for Data Availability and Continuity

(a) The Secretary shall contract with a United States private
sector party for the capability to generate data, at the 1983 Federal
usage level, of at least MSS quality.

(b) The contract authorized in (a)—

(1) shall be entered into as soon as practicable;

(2) shall reasonably assure continuity for six years;

(3) shall terminate one year after the six-year period;

(4) may provide for a payment by the Secretary to cover a
portion of capital costs;

(5) shall ensure that data sales are in accordance with Sec
wiak .

3
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(8) any type of rebate offer;
(9) any other appropriate factors.

(d) If no acceptable proposals are received the Secretary must
inform Congress and, after thirty days, may reopen the competi-
tion. If again no acceptable proposals are received, or if the compe-
tition is not reopened, the Secretary must inform Congress and,
after ninety days, may procure the necessary systems to assure
data continuity.

Sec. 303. Sale of Data

(a) Data sales must be in accordance with Secs. 601 and 602.

(b) Data sales to the Government must involve at least a 5 per-
cent rebate to the Treasury.

(c) After the six-year period, the contractor may continue to sell
data and operate the satellite.

Sec. 304. Report.

Two years after the six-year period begins, the Secretary must
report on the progress toward commercialization, including recom-
mendations.

TrrLE IV—LICENSING OF PRIVATE REMOTE-SENSING SPACE SYSTEMS

Sec. 401. General Authority

The Secretary is authorized to license private remote-sensing sys-
tems.

Sec. 402. Conditions for Operation

(a) A license is required for operation of a remote-sensing system.
(b) Any license issued will be subject to conditions to assure that:
(1) national security and international obligations are pre-
served;
(2) data is available on a non-discriminatory basis;
(3) such license shall not be a protection against competition;
(4) the President approves the disposition of a satellite if the
B TET N S I SR v e .
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(f) Any petition for appeal shall be entitled to adjudication on the
record. Final action by the Secretary is subject to judicial review.

Sec. 404. Regulatory Authority of the Secretary

(a) The Secretary may issue regulations.
(b} All regulatory action must involve public notice and comment
(Section 553 of Title 5, U.S.C.).

Sec. 405. Enforcement Authority of the Secretary

(a) Any license shall require the licensee to allow:
(1) the Secretary to inspect records;
(2) the Secretary to inspect hardware or software system;
(b) Violations of license provisions, space treaties or laws, or in-
terference with the Secretary’s monitoring activities are unlawful.
(c) Civil penalties of not more than $10,000 per violation may be
assessed.
(d) The Secretary has the power of subpoena.
(e) The Secretary may:
(1) seize objects, records, or reports;
(2) make investigations and take affidavits.
() The Secretary has emergency powers to terminate any li-
censed operation.

Sec. 406. Agency Roles

(a) A privatesector party may utilize a civilian United States
Government satellite as a platform for a private remote-sensing
mission.

(b) Any such party must—

(1) reimburse the Government immediately;
(2) not interfere with the intended Government mission.

(c) The Secretary may offer assistance in finding opportunities
r such missions.

(d) Federal agencies may enter into such missions.

(e) This section does not apply to R&D ventures of Title V.

Sec. 407. Termination

The Secretary’s authority under this Title expires five years
after the six-year period if no operator has been licensed and con-
tinued in operation.

TrrLe V—RESEARCH AND DEVELOPMENT
Sec. 501. Purpose and Policy

The purpose of this Title is to provide a civilian program of re-
amarch, development, demonstration, application, and utilization of
wemote-sensing capabilities.

$ec. 502. Continued Federal Research and Development

(aX1) NASA shall continue and enhance remote-sensing R&D.
(2) NASA shall—

(A) conduct experimental programs;

(B) develop technologies and monitoring techniques;

(C) conduct R&D with appropriate entities.
(bX1) The Secretary shall continue—
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(A) applications research;

(B) Boisqmnmr | o onitoring:

C) technolo evelopment for m o . .
2) mA:nr MMQM;:MW may include basic _,m.mmm:.nr at universities.
(3) The Secretary shall conduct R&D with appropriate entities.
(c) Other Federal agencies shall conduct appropriate R&D. "
(d) NOAA and NASA shall jointly submit a biennial repo

which includes: o

(1) a unified research plan for _WBOS sensing;

2 ess on ongoing research;

Mww wwowqmmmwmamsn of current knowledge, research needs, and

opportunities for further progress.

Sec. 503. Use of Experimental Data
Experimental data may be used in Federally .,.E.n_& research but
not for commercial purposes except as gpecified in Sec. 504.

Sec. 504. Sale of Experimental Data .
Experimenta! data may be sold en bloc to any United States
party who will market the data.

TrrLE VI—GENERAL PROVISIONS

Sec. 601. Non-discriminatory Data Availability

All data shall be sold on a non-discriminatory basis. .
Mww All aM_.Bmm and conditions of sale shall be made publicly availa-

ble.

Sec. 602. Archiving of Data
(a) It is in the public interest ?.n the Government:
(1) to archive data for monitoring purposes;
(2) to control the content of the archive; .
(3) to assure the quality and continuity of the archive. ;
(b) The Secretary shall provide for and manage the archiving of a
basic global data set. . ne Secreta
(c) In determining the content of the basic data set, the Secretary
shall—
(1) use currently archived MSS data;
(2) take into account future needs; . o
(3) seek advice from users and keep Congress inform 3 ;
(4) consider the need for seasonal, spectral, or other relevan

nom\mwnwmm_“:% data from the title III eontractor or any title IV

i holder; and ]
:omwwm, appropriate, include data collected by foreign ground

i e systems.

Amw%wﬁﬂhmwowwoihn make data available to the Secretary on
request, for which the Secretary will pay reasonable nommw riod

(e) The operator has the exclusive right to sell data for a pel od
not to exceed ten years or until such time as he terminates
offer to sell data. . ) bt to sell

(f) After the termination of the operator's exclusive right to 5
data, such archived data shall be in the public domain and availa-
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ble to requesting parties at the cost of reproduction and transmit-

tal.
(g) The Secretary may use existing archive facilities or may con-

tract for such operation.

Sec. 603. Nonreproduction

The operator may require that data
o aser. at data not be reproduced by any
Sec. 604. Reimbursement for Assistance; Sale of Equipment

(a) NASA, DOD, and other encies i i
W A by : agencies may assist operators if such
() The Secretary may allow the operator to buy portions of the

Landsat system no longer needed.

Sec. 605. Radio Frequency Allocation
The Federal Communications Commission and the Secreta .
encouraged to allocate radio frequencies for use by licensees. Ty axe

Sec. 606. Consultation

(a) The Secretary of Defense shall determine conditions necessayy
N ...%omn national security requirements and shall notify the Secre-
ex: The Secretary of State shall determine conditions necessa
to meet international obligations and shall notify the Secretary. i
_ (2) The Department of State is encouraged to utilize remote sens-
_=me= ,_.——n.:b_‘:wco:w_ aid programs.

e Secretary of State shall report an instances of discrimi-

=wA§w..~<m data &uanww:w.moa outside the United mgeﬁ. of diserimi

¢) If, as a result of national security or international obli ti
additional costs are im ol licensed . erator
e 1 costd & ooanm.vco& n a lice operator, the operator

'MQ... «w.ve.Wb %W-wnhmms«i to Title I M\. the NASA Authorization, 1983
g - . . . X ——
e STy e S verior civil O rare systoms.
Sec. 608. Relation to Other Laws
The requirements of this Act are in addition to other laws:
Sec. 609. Authorization of Appropriation :
(a)-$10 orized_to the Secre

e e A~ e

in Fiscal Year

%ﬂmuv,m,-p iy rs (R e -

1985 ?—..%n.o:mg Act. -
(b) This authorization is in addition to that provided pursuant to

P.L. 97-324.

TITLE VII—PrOHIBITION OF COMMERCIALIZATION OF WEATHER
SATELLITES

Sec. 701. Prohibition
Fmﬂo portion of the weather satellite system may be commercial-

s r gt

Sec. 702. Future Considerations
This title must be repealed before any effort is m
cialize weather satellites.
VIII. COMMITTEE VIEWS

OTE-SENSING DATA IN INTERDISCIPLINARY AND
RESEARCH ACTIVITIES

ade to commer-

Tue Use oF LAND REM
INTERNATIONAL COOPERATIVE

The Committee has given much consid
{ land remote sensing for scientific purposes and for

mercial uses ol
ecological and environmental monitoring. Although these uses rep-
tively small utilization, they are .:m<2¢5_nwm of

resent a compara ..
nn:nmw:svo:b:om..;:w. the data archiving provisions of this bill

are intended to preserve a record of changes related to landform
and vegetation that can be used to establish causal relationships
with climatic factors, levels of pollutants, solar variables, anthropo-

genic activities, and other natural phenomena. . .
mbolm...bn&:%Bs:wa of land remote-sensing data, 1t 18

of great importance to integrate such data with other measure-
ment data basis and research programs such that any causal rela-
tionships can be constructed. Such integration involves interdisci-
plinary research aimed at analyzing and quantifying interactions
which occur at the interfaces between the atmosphere, the oceans,
the land masses, and biological organisms. These interfaces often
account for the major uncertainties in resolving technical and sci-

entific problems and in defining options for remedial actions.
The International Geosphere Biosphere Program (IGBP), recently
described by the National Academy of Sciences, offers the opportu-
ion between traditional scientific

ding a framework which will focus on under-
jor systems. Patterned after

1 Geophysical Year of 1957-58,
i ipation by other coun-

tries as well as by relevant w;&n—‘w_,wno:nmmm‘
A major feature of H.R. 5155 is the emphasis given to the need
i ing applications. The Committee has ex-

amined the research programs 0 the National Oceanicand Atmos-
pheric Administration in the context of this new mandate and has
concluded that these programs have the potential to make major
contributions to IGBP. It will be crucial to draw upon NOAA's
strength in formulating the scientific goals of IGBP and in defining
the United States’ role in the program. Resources spent by NOAA
in these areas will achieve a substantially greater value if coordi-
nated with an overall observation and regearch effort. *

gsmjﬂsz%%Fbﬁrﬁ agencies to
support efforts to define IGBP’s scope, obj i

The Committee looks with anticipation to the international accept-
ance of either IGBP or a meaningful alternative framework within

which resources can be focused.

[X. COST AND BUDGET DATA
rements of Section 252(b) of the Leg-

In accordance with the requi .
970, the Committee notes that this

islative Reorganization Act of 1

ectives, and futuré plans—
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bill contains an authorization for one year. The Committee further
notes that the programs authorized in the bill may require, over
the next five years, and increased authorization level above the
fiscal year 1985 authorization of $10,000,000; the amount and
timing of any such increases will depend upon findings and recom-
mendations that result from the early stages of the land remote-
sensing commercialization process.

The Committee believes, however, that the bill will result in a
net decrease over the next five years in Federal expenditures for
land remote sensing. The Committee estimates the current annua-
lized cost of maintaining a Federal land remote-sensing system simi-
lar to the Landsat system to be in the range of $180 million. From
the direction provided in the legislation and from the position
taken by the Administration, it is clear that support for the follow-
on private land remote-sensing system authorized by Title III will
not exceed current Federal expenditures. Thus, there will be a net
decrease in Federal expenditures for land remote sensing, even
though the funding levels authorized pursuant to this legislation
may increase above $10,000,000 in future fiscal years.

X. CONGRESSIONAL BUDGET ACT INFORMATION

The bill provides for new authorizations rather than new budget
authority and consequently the provisions of Section 308 (a) of the
Congressional Budget Act of 1974 are not applicable.

XI. CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

U.S. CONGRESS,
CONGRESSIONAL BUubGEeT OFFICE,
Washington, D.C., April 2, 198}.
Hon. Don FuqQua,
Chairman, Committee on Science and Technology, US. House of
Representatives, Washington, D.C.

Dear MR. CHAIRMAN: The Congressional Budget Office has re-
viewed H.R. 5155, the Land Remote-Sensing Commercialization Act
of 1984, as ordered reported by the House Committee on Science
and Technology, March 27, 1984.

H.R. 5155 provides for the phased transfer of the federal govern-
ment's civil land remote-sensing activities to the private sector
while continuing to oversee their operation in order to preserve na-
tional security and certain other international interests of the
United States. Transfer to a private party could relieve the federal
government of both capital and operating costs associated with the
Landsat system. On the other hand, the costs to federal agencies of
acquiring remote-sensing data may be expected to increase upon
privatization of land remote-sensing activities, and the transfer of
such activities may involve a subsidy to the private sector party se-
lected to provide remote-sensing capability. The net result could be
either a savings or a cost to the federal government—but the conse-
quences cannot be fully assessed until such time as a contractor
has been selected and contract terms and conditions have been de-
termined.
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itles nd III provide the mechanisms for transfer for the

Fm.wam»n m@mms to gﬂ private sector. Title II requires the Secretary
of Commerce (subject to available appropriations) to enter into a
contract with a private party to market the mmwm mm:.onm:& by a—.:w
existing Landsat system. The sale of the data is subject to certain
restrictions and requirements, and the federal government retains
title to all data generated by the system. If no proposals are found
acceptable by the Secretary, he is required to continue operating
the system and to market Landsat data. i bl

Title IIl requires the Secretary of O.cBEw..om (subject to available
appropriations) to contract with a private party to m.wwmcim.ﬁ..a ca-
pability of generating remote-sensing data of a m.vwn_mmm BSNM._B
volume and quality and of making such data available to the feder-
al government. The contractor must agree to assume responsibility
for the system for a period of six years. The contract may provide
for a payment to the contractor by-the Secretary of a portion of the
capital costs of providing remote-sensing capability. The vwvas@:om
which may be made in installments, must be less a:ma the tota
cost of procuring the system. The contract may not provide for any
guarantee of federal purchases, and all sales to federal agencies are
subject to a 5 percent rebate, up to the total amount of any subsi-
dizing payments made to the contractor. If no vi is found to be
acceptable, the Secretary of Commerce 1s w:ﬁ—od«& to ensure con-
tinued remote-sensing data availability by procuring and operating

necessary systems.
S.M.Em ~<‘ngw=wrwm the authority of the Secretary of Commerce
to license operators of land remote-sensing systems. Title V directs
the Administrator of the National Aeronautics w_”a Space Adminis-
tration and the Secretary of Commerce to continue and enhance
remote-sensing research and development programs. Finally, Title
VI requires the Secretary of Commerce to continue to archive land
te-sensing data.

_.mqmwnw:wm M.omeoaam and conditions of the contract(s) to be entered
into by the government, including the dollar amount of any m.ccm.
dy to be provided to the contractor, have not yet been ‘amﬁona_:‘ m
the potential budget impact of H.R. 5155 cannot be estimated i.wm
any precision. The baseline for any such estimate is the continu
operation by the federal government of the civil remote-sensing
system. This could cost the federal government as much as $900
million between 1985 and 1989, assuming the need to v:amrmm@.
launch and operate two additional Landsat D-type units over the
period. Sale of data to nonfederal purchasers would partially offset
these outlays. Currently, such sales are very small, accounting for
only 25 percent of all Landsat data distribution in fiscal year 1983.

The cost of commercialization to the federal government is large-
ly dependent upon the subsidy gwia:ﬁ.::ﬁmq Section 302 of the
bill. The bill relies upon a competitive bidding process to produce
the lowest possible subsidy, although there is no provision in the
bill that would require the Secretary of Commerce to accept the bid
with the lowest overall price. While bids have been received and
reviewed by the Department of Commerce's Source Evaluation
Board (SEB), these documents are proprietary and are not availa-
ble for our inspection.
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Conceivably, a private party might be able to take over and de-
velop the land remote-sensing capability required by H.R. 5155 for
less than it would cost the federal government to continue the
Landsat program, if a “no-frills” system were developed. Indeed, at
least one participant in the SEB’s RFP process has indicated that it
would be able to provide Landsat-type capability meeting all gov-
ernment requirements for approximately one-tenth of the cost of
the current Landsat system. If such a proposal were accepted, little
or no federal subsidy would be required and the total cost to the
federal government would be reduced to the cost of purchasing
remote-sensing data required by federal agencies, as well as some
minimal expense for continued licensing and archiving activities.
The net costs to the government under this arrangement would be
less than under current law, although the savings cannot be esti-
mated at this time.

On the other hand, it is possible that the subsidy cost will exceed
the cost of continued federal Landsat operation. While the Secre-
tary of Commerce is authorized to continue remote-sensing oper-
ations if he finds no bid acceptable under Title II1, there is no re-
quirement that a subsidy greater than the cost of federal operation
be deemed unacceptable. Moreover, Section 302 of the bill requires
only that the total of any subsidy payments be less than the total
cost of procuring the system. The total cost of procurement by a
private party may be greater than projected government costs, par-
ticularly if the privately-owned system is more sophisticated and
expensive than the current one. The total cost to the government
would also include the purchase of any remote-sensing data re-
quired by federal agencies, although this cost would be partially
offset by the 5 percent rebate on federal m:grwm@m as required in
Section 303. Thus, the federal government's subsidy and data costs
could exceed the cost of continued federal operation, even before in-
aﬂonﬁqo%-:vmoﬁ from possible tax credits to the contractor are con-
sidered.

Title VI of H.R. 5155 authorizes $10 million for appropriations in
fiscal year 1985. This money is to be used for activities related to
Titles IV and VI of the bill as well as for the payment of a first
installment on any subsidy to be paid under Section 302. In the ab-
sence of any firm estimate of the subsidy that a private party
might require to provide remote-sensing capability, it is impossible
to determine the adequacy of this amount. It i8 estimated  that
most of the $10 million would be used for the subsidy payment, if
one is required. In this case, CBO estimates that $0.7 million would
be spent in fiscal year 1985 and $9.3 million in 1986.

In addition to the federal budget impact, it is possible that some
additional costs would be incurred by state and local governments
if the price of land remote-sensing data rises after the commercial-
ization of Landsat. These governments are relatively small users of
remote-sensing data, and their demand for Landsat products has
historically been quite sensitive to price increases. Moreover, provi-
sions in Section 603 of the bill that prohibit reproduction by any
purchaser of remotesensing data could increase costs for these
users, which have traditionally relied upon sharing satellite data
among themselves to reduce costs
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If you wish further details on this estimate, we will be pleased to
provide .:.55._
Sincerely. RupoLprH G. PENNER, Director.

I1. OVERSIGHT FINDINGS AND RECOMMENDATIONS,
X COMMITTEE ON GOVERNMENT OPERATIONS

No findings or recommendations on oversight activity pursuant
to Rule X, n_mww:mm 2(bX2), and Rule XI, clause NSx“.waV. of the Rules
of the House of Representatives have been submitted by the Com-
mittee on Government Operations for inclusion in this report.

XIII. OVERSIGHT FINDINGS AND RECOMMENDATIONS,
COMMITTEE ON SCIENCE AND TECHNOLOGY

No oversight findings and recommendations pursuant to Rule XI,
clause 2(1X3XA), by the Committee on Science and Technology
under the authority of Rule X, clause 2(bX1) and clause (3Xf), o*.. the
Rules of the House of Representatives have been prepared since
the convening of the 98th Congress.

XIV. EFFECT OF LEGISLATION ON INFLATION

In accordance with Rule XI, clause 2(1X4), of the Rules of the
House of Representatives, this legislation is wmwmmmma to ?m<m no ad-
verse inflationary effect on prices and costs in the operation of the
national economy. . L i

In the long term, the Committee believes that the legislation will
help to create a viable U.S. commercial presence in land remote
sensing. A profitable space industry of this sort would, of course,
act to mitigate inflation, not only by obviating the need for Federal
expenditures, but also by creating both a source of tax revenues for
the Federal Government and a commodity that U.S. industry could
market internationally.

XV. CHANGES IN EXISTING LAW MADE BY THE BILL AS
REPORTED

In compliance with clause 3 of rule XIII of the Rules of n.rm
House of Representatives, changes in existing law made by the bili,
as reported, are shown as follows (existing law m..o“x.vmmm to vo omit-
ted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman):

SecTION 201 OF THE NATIONAL AERONAUTICS AND SPACE
ADMINISTRATION AUTHORIZATION, 1983

Skc. 201. [(a) The Secretary of Commerce is hereby authorized to
plan and provide for the management and operation of a civil _wsm.
remote sensing satellite system, including the Landsat D and D
satellites and associated ground system equipment transferred
from the National Aeronautics and Space Administration; to pro-
vide for user fees; and to plan for the transfer of the ownership and
operation of civil operational land remote sensing satellite systems
by the private sector when in the national interest. The provisions
of this subsection expire Seotember 30. 1984.%F /a) The Secretarv of
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Commerce is hereby authorized to plan and provide for the manage-
ment and operation of civil remote-sensing space systems, which
may include the Landsat 4 and 5 satellites and associated ground
system equipment transferred from the National Aeronautics and
Space Admunistration; to provide for user fees; and to plan for the
transfer of the ownership and operation of civil, operational remote-
sensing space systems to the private sector when in the national in-
terest.

XVI. AGENCY RECOMMENDATIONS

On February 13, 1984, letters were sent to several Federal agen-
cies (Department of Agriculture, Department of Commerce, Depart-
ment of Defense, Department of the Interior, Department of Jus-
tice, Department of State, and the National Aeronautics and Space
Administration) soliciting comments on H.R. 4836, the predecessor
to H.R. 5155. However, no response to these letters had been re-
ceived at the time that H.R. 5155 was reported. B

XVII. COMMITTEE RECOMMENDATION

The Committee favorably reported the bill HR. 5155 by voice
vote, a quorum being present, and recommends its enactment.

ol

v

XVIIL. ADDITIONAL VIEWS
Disagreement with the Prohibition of Commercialization of
Weather Satellites.—The space program has been one of the most
in our history. One of the most

successful and popular programs 1 k ) .
visible results of NASA’s outstanding achievements in space is the

greatly increased ability to forecast the weather from a global per-

spective.

vmo&mbmnoa with the language of the bill which prohibits the com-
mercialization of weather satellites It may well be in the .gﬁcu&
interest even at this time to commercialize weather satellites. Cer-
tainly, this option will become more feasible with the passing of
time. The option to transfer the weather satellites to the private
sector for commercialization should be left open rather than pro-
hibiting that consideration based on our limited perspective at this

time.
Bos WALKER.
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